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Catastrophe Medical-Expense Study 
What does the “average” famiiy with an “average” budget 
spend on the “average” for medical care in an “average” 
year? That’s one key to what will happen to this new 
policy form. For the others, turn to pages 12-23. 


How About Your Population Problem? 
How many of your prospects are going to be 65 in 1970? 
How many of your prospects are women? On page 24 
begins a study of population trends that has a bearing on 
the significance of life insurance to your prospects. 


Early Returns 
The first installment of important items from the 1951 
financial statements of both life companies and fire and 
casualty companies .. . page 28. life; page 34, fire and 
casualty. 


What Are the General Agents Thinking? 
Do sales ever result from advertising? How do you know? 
How does your agent-replacement per cent compare with 
the 329 general agents who replied to this question? For 
answers to other questions—19 in all—see pages 30-33, 
“General Agents Air Their Problems.” 


Income Tax Guide 
Tue Spectator’s chief statistician, Paul Reddy discusses 
some items in the income tax blank of interest to agents 
and brokers . . . pages 38-43. 


What About Fire Deductibles 


Here is a dispassionate digest of opposing views based 
on talks by three outstanding spokesmen of each side of 
the argument . . . pages 44-46. 


The Uninsured Motorist 


The New York State Legislature has before it the Kline- 
Pearson study of automobile insurance and alternate ways 
of increasing financial protection to victims of auto ac- 
cidents. Here is digest of the report . . . pages 48-52. 


Departments in This Month’s Issue 
Editorials, p. 8; Spectator’s View, p. 10; Cross Country, 
p. 53; Investments, p. 60: Life Insurance Review, p. 62; 
On the Herizon, p. 66; Property Insurance Review, p. 68; 
Verdict, p. 74; Sales Briefings, p. 80; Tax Analysis, p. 
82: Washington Report. p. 84; Canada, p. 90. 


PICTURE CREDITS: Philip Gendreau, p. 12; A. G. 
Michaelson, p. 56; Pack Bros. p. 77; Phillips Studio, 
p. 88. 
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the 

status 

of the 
EQUITABLE 
LIFE 


HE preliminary phase of a regular 


triennial examination (not an in- 


vestigation, but required of every insur- 
ance company by New York State law) 
of the Equitable Life of New York 
has been completed by examiners from 
New York and from seven other states 
representing the eight zones of the 
United States. In accordance with es- 
tablished procedure a tentative report 
has been submitted to the Equitable 
for consideration by its officers. Until 
it is filed as a public document the re- 
port is privileged material and is so 
deemed by the press. THE SPECTATOR, 
with others, was aware of the examina- 
tion, its findings and the statements 
which have been construed as critical 
of the company’s direction. Publica- 
tion and comment thereon has been 
withheld awaiting release by the New 
York Department which will follow 
after the company has had opportunity 
to analyze and answer the content of 
the preliminary review. Any _ other 
course would be unfair to the examiners 
and to the company. 

There are, at the present time, per- 
haps one hundred insurance companies 
whose state and zone examinations are 
in like status throughout the country. 


Insurance 


in 


That 





Every carrier in New York State ha 
had a similar experience in the las 
three years. Legitimate exposition 
and interpretations by olticials of th 
companies under scrutiny in every in 
stance, without a doubt, alter the origi 
nal conclusions of the examiners. Onl 
company executives and directors hay 
sufficiently intimate knowledge of th 
reasons behind questioned action 
to clarify misconstrued and misunder 
stood transactions and behaviors. |; 
most cases the explanations obviate o’ 
alter comments, criticisms and commen 
dations first written by the examiners 
Only by discussions and conference 
between state and company officials car 
the true picture of such large institu 
tions be obtained. THe Spectator be 
lieved and still believes that the fina 
report certainly will not show any dis 
credit to the company or its manage 
ment. Surely no dereliction of official 
conduct which caused any loss of any 
kind to policyholders will be forthcom 
ing. The company is sound financially 
beyond peradventure. Any investmen 
portfolio not one-quarter the size of th 
Equitable’s will contain  securitie 
which time and second guessing prov 
might better not have been made. 








SSometh ing Ol 


HE Huebner Foundation for Insurance Education 

has sponsored the reissue of a classic of fifty years 
ago. The Economic Theory of Risk and Insurance by 
Allan H. Willitt, first published in 1901 is now again 
available. Originally written as a thesis by Mr. Willitt 
in preparation for his doctorate, its comprehension 
and scientific approach in demonstrating the funda- 
mental worth of insurance to the American economy 
early gained it standing as a business classic. Down 
the years the original work has been in ever greater 
demand by students and teachers of insurance. 

As appreciation of insurance in the economy grows 
sO must insurance men of stature understand the ab- 
stract philosophy of insurance. The nature of risk, 
inherent in the capital of both individual and industry 
must be known as well as how insurance covers these 
risks. 

The Huebner Society in presenting this new edition 
is serving insurance well as it enables a sound study 
of the underlying factors of insurance and its inter- 
relationship with capital and labor. 
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Something Vow 


OCIAL and economic statistics, over the years demon- 

strate the worth of home owners to the integrity of 
America. A recent survey by the Federation of Mutua! 
Fire Insurance Companies is no exception. 

The national average loss from dwelling fires dropped 
sharply in 1950 to $274, the lowest since 1942. This low 
loss was attained in the face of an inflation unprecedented. 
The 1950 record compares with $406 per dwelling in 
1949 which was but slightly under the all time high of 
$423 the post war year of 1947. The improvement is the 
more remarkable being achieved despite an increase in 
number of dwelling house fires from 282,000 in 194° to 
387,000 in 1950. The total fire loss cost for dwellings in 
1950 was $106,038,000 against $114,492,000 in 1949 

Though a more favarable record, this is a huge re 
ventable waste of resources of the family man who is the 


best customer of the insurance institution. 
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By TA V Calle 


Editor THE SPECTATOR 


icdn Action 


fate hag That a reputable columnist on a lead- false impressions and many statements 
the lasing newspaper saw fit to in effect, break 
yositiongfthe release date and single out the 
of th@Equitable Life of New York above a 
very inguumber of other companies in like po- 
1e origifsition is to be deplored. Thomas I. 
s. OnigParkinson, president of the company, is 
vrs haygwell within his rights and to be com- 
of thqmended for refusing comment until 
after his board of trustees has had a 


= 





of an erroneous nature have gained 
credence. 

THe Spectator believes that the 
New York Insurance Department must 
accept responsibility for the long de- 
lay in submitting the report. This has 
been the prime cause of much of the 
undue speculation on its content. 


action So much so has this occurred that 


isunder ets study the report and present THE Spectator believes that when the 

vrs. lage re cial er ee gospel report is finally made public it should 

a : s sms. ! i . ° A ‘ . 

viate of ePments and criticisms. Not units be given the widest possible circulation. 
after all points at issue have been com- of : pee 

ommen} ed. and the N York S ‘ Life insurance is a sound institution 

osed, ¢ e New Yor uperin- ‘ 

miners? Rate and one of the basic elements of the 
tendent of Insurance and his fellow r sige 

ference a : American economy. Individual mem- 

; commissioners make the report public, . ye 

ials car bers operate under most rigid legal 


= ““Twith due recommendations, should 
institul ther Mr. Parkinson or the press pub- 
ToR be licize the examination. 

he hina Insurance is a public trust protecting 
ny disthe financial integrity of millions of 
nanageiyeople. Abortive publication of unsup- 
officiafyorted criticisms is a danger which 
of anykhould not be undertaken or counte- 
rtheomfanced by anybody who appreciates the 
anciall¥importance of insurance to men of all 
estmen 
e of th 
curitie 


codes and intimate state supervision. 
They have nothing behind the scenes to 
hide. Neither has the Equitable Life 
of New York. When this report is filed 
and approved, THE Spectator believes 
that Mr. Parkinson should take the 
press and public into his complete con- 
fidence and aid them in assuring the 
millions of insurance policvowners that 
the Equitable. as well as all companies. 
is managed in their best interest and 
for their better protection. Mr. Bohlin- 
ger and his fellow commissioners must 
accept a similar admonition. 





lasses. 

Tue Spectator knows that this re- 
ort has been the subject of whispered 
x prov@zossip by insurance men and govern- 
de. vent officials for some months. Many 


non- 


Something Bind 


WOULD like to state right here that insurance is not 


Something hy 


§ wrenenirs always are associated by me with stars. 


~ all going to solve the safety problem alone. If everybody Perhaps because they seemed so out of reach. 
asi were insured, there would be many accidents where there Now they are at hand. 
was no liability, and yet people would be injured and Insurance men and the institution in-its entirety 
property damaged. And, if there were insurance to pay Danaliistiae nei She staee shiek banal se Guat 0: 
ped for the damages—-that would not bring back the lives of Se ne an ere a ngs ninetimaggtivon 
_ | the members of your family which might be lost in these express aggregates i trillions. ‘ Life imeurance out- 
low accidents. It is to be remembered, there are many who standing in United States security units exceed one- 
ited. J are not entitled to drive, because they are a menace on half a trillion dollars. 
in | the highway. Some are physically, nervously, or mentally This total is divided almost equally between private 
afflicted. Yes! even morally, because we have the prob- and public carriers. Veterans’ insurance, including 
n of lem of the habitual drinker and the dopester. So. let’s National Service Life, has more than $50 billion and 


the 


> in 


s in 


re- 


not try to solve this entire safety problem by insurance 
alone. 

Here’s the “meat in the coconut” on safety: instead 
of trying to handle this entire burden by insurance, let’s 
Place the responsibility where it belongs—where it can 
be handled most effectively—on the automobile license 
bureaus. 

Walter Hayes, 
President, 
American Fire & Casualty. 


Orlando. Florida 





Social Security old age and survivors’ life insurance 
over $200 billion. Private life insurance had $165 
billion in ordinary, $60 billion group and $36 billion 
industrial. There was also $10 billion outstanding in 
fraternal and assessment societies. 

To those who have marveled at the great popularity 
of the life insurance idea when hundreds of millions 
measured its totals the astronomical size of life insur- 
ance in 1952 must stand as an awesome tribute to the 
search for security by Americans. 
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THE 
SPECTATOR’S 
VIEW 


-- - editorial 

comments and notes on 
various articles you will 
find as you go through 


this month’s issue 


Catastrophe Medical Expense 
HENEVER the insurance busi- 


ness has performed its most im- 
pressive, most useful service, it has 
acted and spoken with a conscious 
knowledge that insurance is not only 
vested with public interest but has for 
its purpose the achievement of a social 
good which no other agency is as well 
equipped to do. The marketing of life 
insurance, particuarly group life, is 
typical. Others are the blanketing of 
millions of people with health and ac- 
cident coverage; the anti-inflation cam- 
paign; the loss prevention activities of 
casualty and fire insurers and the life 
conservation efforts of life companies. 

Today, stimulated no doubt by the 
efforts of social planners in medical 
economics, the business has _ been 


W_' 





aroused to an acute awareness of its 
responsibility for still greater effort in 
providing a medical expense umbrella. 

Catastrophe medical insurance — a 
new and valuable form of protection— 
has been hailed by some as the answer 
to national health insurance. In “Ts 


Catastrophe Medical the Answer?” 


(page 12) THe Spectator has ana- 


lyzed this new coverage, indicated its 
obvious benefits and, more important, 
has shown the fallacy of relying upon 
it as the social solvent in medical eco- 
nomics. The author goes further: he 
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suggests one possible social technique 
that will take the initiative from the 
hands of the advocates of government 
insurance and place it in the hands of 
free enterprise. If THE SPECTATOR suc- 
ceeds only in stimulating our business 
to a new level of thought on this prob- 
lem, it will have served its purpose. 


On the Uninsured Motorist 


HE Report on “The Problem of the 

Uninsured Motorist” (page 48 of 
this issue), submitted to New York In- 
surance Superintendent Alfred J. Boh- 
linger, is now before the legislature. As 
Mr. Bohlinger has stated, it is factual, 
makes no recommendations and “does 
not necessarily represent the views” of 
the department. Nevertheless, since it 
is, like most studies, susceptible of va- 
ried interpretations, we believe it in the 
interests of the business to throw out 
for public discussion some impressions 
the report leaves with us. 

The authors, Messrs. Kline and 
Pearson, are to be commended for their 
effective rebuttal of specious technical 
arguments against compulsory insur- 
ance. As we stated in THE SPECTATOR 
for January, “There is no surer way to 
get compulsory insurance than to point 
to Massachusetts as if all the defects 
of auto legislation rested in that state’s 
law, or to make misstatements about it. 
The authors also argue very effectively 
against throwing over the liability 
theory for the “compensation” method. 


Some Strong Arguments 


The Report brings rather strong ar- 
gument to bear on opponents’ argu- 
ments that rates will go up or that they 
are any more likely to seek the lowest 
possible level under compulsion than 
under other systems. They are not ter- 
rified by predictions of fraud or of a 
movement for an eventual state mo- 
nopolistic fund (which has been 15 
times rejected in Massachusetts). They 
do not deny, however, the expanded op- 
portunities for “politicking” with rates. 
It may be that they accept too naively, 
however, the belief of compulsory pro- 
ponents that provisions of the all-indus- 
try regulatory statutes are adequate 
safeguards against irresponsible push- 
ing around of rate structures. 

While the authors do not oppose com- 
pulsory insurance (neither do they ex- 
press themselves in favor of it), they 
seem to have been unable or unwilling 
to bring to the support of either side of 
the argument any statistics or other 
data out of the experience of countries 
that have had compulsory insurance. 
This seemed a bit surprising, for 
surely the experience of such countries 


as Great Britain, New Zealand and 
Sweden, for example, would prove en- 
lightening. 

What is even more surprising, hi w- 
ever, is the almost cavalier fashion in 
which the Report drops discussion of 
measures to strengthen the volunt:.ry 
method. The Report nowhere menticns 
the possibility of a company-operaied 
unsatisfied judgment fund nor does it 
discuss methods of remedying defects 
such as those mentioned in the Indus- 
try Committee Report, November, 1951. 
It discounts impounding laws, foryet- 
ting that it is these very laws which 
would reduce the unsatisfied judgment 
fund to a minimum and make the ques- 
tion of how much “tax” for its estab- 
lishment much less serious. 

Despite the Report’s quick inclina- 
tion to discount the impounding feature 
to strengthen voluntary methods it calls 
for its inclusion in any suggested com- 
pulsory scheme. This is paradoxical! 


The authors do note questions of con- 
stitutionality and equity in both the 
fund and impoundment acts. These 
doubts cannot be overlooked, but at the 
same time, there is too much margin for 
legalistic argument here for such 
doubts to be accepted as final without 
effort to eliminate their causes by 
proper statutory safeguards. 

The authors, too, seem to have over- 
looked the possibility of inserting in 
new proposals some provision in the 
same tenor as the one in the British 
Columbia law, whereby benefits paid 
under accident and health policies. 
workmen’s compensation, statutory dis- 
ability, medical expense clauses and so 
on, would be deducted from claims 
against an unsatisfied judgment fund— 
or even against safety responsibility in- 
surance. 

Finally, the Report founders on 4 
fundamental error, we think. At one 
point the Report states, “We feel -ure, 
however, that there would alway- re 
main the hard core of irresponsible 
people who would never insure under 
any voluntary plans.” We were under 
the impression that we were discu-sing 
how to relieve victims of financial care 


as the result of the uninsured motorist: 
not, how are we to insure more m0 
ists. The latter, it is true, is impor!ant, 
but if voluntary methods do not o)tain 


100 per cent coverage it does not f:/low 


that thereby the problem of the »nin- 
sured motorist is unsolved. The \=at- 
isfied judgment funds and the imp:nd- 
ment acts, together with other ech- 
niques proposed by the Industry ‘ 0™ 
mittee, probably solve that pro lem 
insofar as it can be solved unde: the 
liability theory, whether or not 10! per 
cent insurance coverage obtains. 
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Republic National 


Life Insurance Company 


Theo. P. Beasley, President Home Office: Dallas 


Life Insurance in force exceeds $360,000,000.00 




















in a series of advertisements outlining 
NUMBER ONE advantages enjoyed by field underwriters 
of the. Equitable Life of lowa 


SCREENED FOR 
SUCCESS 


Fieta underwriters of the Equitable 
Life of lowa are carefully screened to make 
sure that they have selected a field of en- 
deavor for which they possess abilities and 
aptitudes conducive to success. The most 
scientific selection processes available are 
employed for this purpose in order that only 
those individuals clearly adapted to field un- 
derwriting will be accepted for training. In 
this way, the chances for successful careers 
ar greatly enhanced for those who qualify for 
contracts with the Equitable of lowa. 


_ KQUITABLE 
raae Life Insurance Company 
OF 1OWA 


Founded in 1867 in Des Moines 

















Shenandoah Life 


INSURANCE COMPANY, INC. 
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Is Catastrophe Medical the Answer ? 


by Irv Davis 


Associate Editor 


S this it? Is major medical expense 

insurance the “antidote to the evils 
of socialized medicine,” as its prin- 
cipal purpose is said to be? Do people 
of all incomes need the new “catas- 
trophe” medical policy to cover their 
medical-expense “catastrophes?” 


Any predictions on the future of ca- 
tastrophe medical that should come to 
pass would be almost purely coinciden- 
tal! Catastrophe medical raises more 
“ifs” than almost any other subject in 
the accident and health field, and this 
article cannot even attempt an answer. 
It will, however, suggest some of the 
thinking on the subject. 


Just what will happen to catastro- 
phe medical-expense insurance depends 
mostly on your concept of the medical 
care problem and on how insurance as 
a business sets out to tackle it. Specifi- 
cally, here are the questions the an- 
swers to which will determine what 
happens to catastrophe medical: 


1. What is a “catastrophe” in terms 
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of medical expense? 

2. What is the need—the economic 
gap—that has to be filled? 

3. How effectively does catastrophe 
medical fill that need? How far 
short does it fall? Are these short- 
comings temporary or otherwise? 

4. If it is the answer, does it follow 
that catastrophe medical will 
spread itself over all those need- 
ing it... and do it soon enough? 


WHAT IS A “CATASTROPHE?” 


People like to think in terms of aver- 
ages. Statisticians, actuaries and econo- 
mists, particularly. Very often, it’s the 
only way you can grasp the general 
outlines of a problem. We like to dis- 
cuss the average group, the average 
price, the average fee charged for an 
appendectomy by the average doctor 
in the average community. Last month 
THE SpecTATOR discussed “The Average 
Man”: he makes $3,000 a year, is a 
high school graduate, owns a car, is 


4 
; 
; 
: 
i 
: 
4 


part owner—with the mortgage com- 
pany—of a home and probably is in a 
similar position as to a television set 
and a refrigerator. The average amount 
spent for medical care by American 
families in 1950, the story did not say, 
was about $160. 


No "Average" Family 


That’s about 5 per cent of the aver- 
age family income. 

But the trouble is that after you have 
studied all the averages you still dont 
know whether John Smith, the milk- 
man, has ever been worried about 4 
$1,000 medical bill; how many John 
Smiths there are; what they do about 


$1,000 bills; and what, if anything, can 





be done about them. For no family is 





average, none has average prob!cms. 
For example, in 1942 (more recent 4 
figures not available) the average {am- 
ily in the $2,000-$3,000 income bracket 
spent around $95 for medical care. But 
10.4 per cent of such families had 
medical bills of $200-$500, and 2.- pet | 
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In “‘catastrophe”’ medical-expense plans insurance 


is entering a virgin field of social experiment. 


Here is a study of the present limitations of these 


plans and a view of their future possibilities, once 


medicine, industry and insurance join in answer- 


ing the challenge that the need for comprehensive 


pre-paid medicine presents in America right now. 


cent had bills of more than $500 
(“America’s Needs and Resources,” J. 
Frederic Dewhurst, Twentieth Century 
Fund). 


Another “exception”: In cities of 
from 5,000 to 100,000 a medical bill of 
from $500 to $1,000 was received by 
1.9 per cent of families in the $2,000- 
$3,000 bracket (Survey of 8,581 white 
families, Dewhurst) and by 3.4 per cent 
of those in the $3,000-$5,000 bracket. 


Most Illnesses vs. Costs 


You would think that if you took a 
list of the diseases and accidents caus- 
ing the vast percentage of deaths or 
disabilities, and then wrote a_ policy 
covering them, you’d be covering the 
greatest area of medical expense. Not 
so. Cancer, appendicitis, hernia, confine- 
ment cases and gall bladder diseases 
come to only 3.2 per cent of the causes 
of medical care. But they account for 
19.9 per cent of medical care costs! 

Obviously we have proved what you 
already know: that what is a “reason- 
able” medical expenditure for some 
families is a “catastrophe” for others; 
what is a temporary “catastrophe” for a 
wealthy family would be a budget-shat- 
tering disaster over months or several 
years for most family groups. 

Very likely, if the average family had 
felt able to pay for some thorough 
diagnostic services plus, perhaps, a 
relatively minor operation that would 
have prevented the development of a 


serious illness, the “catastrophe” medi- 
cal bill in a number of instances might 
never have occurred. 


THE NEED 


If the “catastrophe” medical bills- 
the ones that spell budget disaster for 
a period of weeks or longer—are the 
ones it is decided must be provided for, 
then, it follows that we mean the 
budget-catastrophes of every family, so 
far as it is within the province of insur- 
ance to embrace them. 

But you won’t get very far in that 
direction unless you understand that 
for the average family (if you'll pardon 
the expression) budgets can’t stand 
much kicking around. 

You may have heard people say. 
“The average family can stand a $200 
or $300 medical bill.” Or, “Such 
amounts should be provided for in the 
average budget.” 

Well, to repeat, the average bread- 
winner makes about $3,000 a year, or 
about $58 a week. (According to 1949 
population and income figures, about 
56 per cent of all families make less 
than $3,000). There isn’t one authority 
on this subject who would agree that 
a 7-10 per cent slice out of that “aver- 
age” budget is available for medical 
expense items in this age of high living 
costs. 

A couple of illustrations from life are 
to the point: 

Case A—This worker was covered by 


Blue Cross and full Blue Shield. both 


surgical and medical. He had two peri- 
ods of serious medical expense in 1951, 
neither involving major illness but re- 
sulting from a combined series of sick- 
nesses among all five members of his 
family. 

Once, in February, he had doctor and 
drug bills aggregating $110; the Blue 
Shield returned $19 to him. In mid- 
summer he incurred $120 expense; 
Blue Shield returned $29. Total re- 
turned: $48 out of an expense of $230; 
cash outlay, $182. 

This worker was well able to afford 
that outlay. But had the same ex- 
penses occurred to someone in a low- 
income category, especially in circum- 
stances related in Case B, below, the 
blow to the family’s budget would have 
been severe. ; 

Case B—A worker in a war plant 
had just stepped up his weekly income 
to $80 when he was laid off for two 
weeks without pay and without notice. 
Two weeks later he was laid up for 
another fortnight from a strained back 
received while lifting a ladder around 
his home. He lost $320 in earnings, 
less $52 under the New York disability 
law, in addition to which he spent 
money for doctor bills, heat therapy 
and prescriptions. 

Case C—After more than a year out 
of regular employment during the 1929- 
30 depression, the husband found a job 
at $30 weekly ($25 less than he had 
last earned). He had managed, with 
the help of the Homeowners’ Loan 
Corporation to hold on to his home, 
which was around 90 per cent mort- 
gaged. He had one child of school-age; 
his life insurance was gone; his savings, 
vanished. When he developed an allergy 
requiring weekly tests and injections, 
he could not get financial aid at the 
medical clinic (his status was above 
that of an indigent), so his doctor ex- 
tended credit, which took some three 
years to pay off. 

Later, when he was again earning 
about $50 weekly, his. wife developed 
a condition requiring medical attention ; 
she also needed much delayed dental 
work. With past obligations being paid 
off and a small part of former life in- 
surance replaced at a higher rate, there 
was no room in the budget to have 
saved for any of these later expenses. 


Why the Budget Problem? 


The same Dewhurst survey mentioned 
before finds that “The costs of medical 
care are not like the costs of food, 
clothing or shelter—fixed and regular 
within the reasonable limits determined 
by the spending habits of an economic 
class . . . the incidence of sickness is 
irregular and uncertain. . . .” Budget- 
ing for them is useless. Why? 
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Besides the highly unpredictable 
character of medical expenses them- 
selves, there are these other factors: 
The ups and downs in industrial em- 
ployment, temporary lay-offs, wage-cuts 
frequently break down family budgets. 
Then, too, budgeting for medical ex- 
penses might be a possibility if Amer- 
ican families were not so crazy about 
saving for their own homes or about 
giving their kids a better education than 
they had had as children. Or if hun- 
dreds of thousands of Americans—un- 
like most Europeans—didn’t have to 
save for a car in order to get to work. 
All these needs require budgeting too. 
It takes only a couple of doctor’s home 
calls and a couple of office calls, two 
days’ hospitalization and a series of 
laboratory tests to run up a bill equal 
to one week’s salary of the average man. 
For the majority below average. it takes 
less. 

As one authority remarked, “If a 
family’s annual rent is $720 the budget- 
ing of $60 a month will provide hous- 
ing. But if the average cost of medical 
care is $160, will budgeting $13.33 a 
month avail if even a single member of 
the family suffers a serious accident or 
develops the need for a major opera- 
tion?” 


Two-Fold Need 


People should budget for minor ill- 
They'd like to. Too few can. 


The need, then, is two-fold: 


nesses. 


Insurance-wise— A coverage that 
pays for frequent recurring illnesses 
and for diagnostic services as well as 
for occasional major expenses. 

Medically—Complete preventive. di- 
agnostic and curative care for all kinds 

‘including specialist services—at a 
price that takes into account the greater 
certainty of payment to the supplier of 
the service as insurance protection 
spreads. Naturally, modern medical 
care implies the need for more phy- 
sicians, hospitals, nurses, dentists, 
especially in those areas with lower 
per capita incomes and Jess capitalized 
wealth. 


Other Factors 


While medical-care and disease pre- 
vention are not the primary functions 
of insurance, it cannot be said that 
insurance is not interested in the medi- 
cal phase (Witness Metropolitan Life’s 
active work in public nursing. local 
health demonstrations and medical re- 
search). The growing anxiety over 
mounting costs—to be mentioned again 
soon—may bring about even more in- 
tense interest in the future; in a num- 
ber of instances, it has already resulted 
in combined _ insurence-medical-care 
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operations or in  insurance-physician 
cooperation to control costs. 

Of course, a wide range of other 
related factors—housing, public health, 
education, continually expanding eco- 
nomic opportunities, community sani- 
tation—all play important roles in 
health maintenance. Consideration of 
such factors obviously is beyond the 
limited nature of this discussion. 


CATASTROPHE MEDICAL 
COVERS 


Any attempt to appraise the chances 
of private enterprise satisfying the ex- 
pense of medical-care needs just out- 
lined would arrive nowhere if the in- 
surance company catastrophe covers 
alone were to be the determining factor. 
In the first place most such forms are 
offered on the assumption that some 
basic or primary coverage—a “reason- 
able” amount of hospitalization and/or 
surgical benefits with or without phy- 
sician’s benefits—is carried.' 


Insurance Needs Friends 


Secondly, there are plans, called “com- 
prehensive” for lack of a better name. 
whose purpose is the same as those of 
the insurers. whose actuarial methods 
are sometimes similar, but whose scope 
frequently reaches out from pure in- 
surance to group medical practice. 

Finally, no insurance plan or carrier 
by itself can stop the drive fur govern- 
ment health insurance. 

Of course, the existence of other fac- 
tors in the situation does not relieve 
the insurance business of its share of 
responsibility for finding a way to make 
voluntary methods achieve the goal of 
complete coverage for as many as the 
insurance method can reach. Vice-Presi- 
dent Edmund B. Whittaker, Prudential. 
though giving due credit to the few 








medical-society plans? now in force and 
to the efforts of the industry to obtain 
the medical profession’s cooperation 
and understanding, has well said, “. . . 
the worst indictment of the group in- 
surance industry is the smug way in 
which we have thought we could solve 
the problem of surgical insurance with- 
out making any intelligent effort to get 
the doctors on our side.” And Reinhard 
A. Hohaus, Metropolitan Life actuary, 
agrees that “also essential to the suc- 
cess of this new pattern of coverage 
(catastrophe medical) is the coopera- 
tion of the medical profession, since 


the techniques and practices used or 
diagnosing and treating diseases ex »r- 
cise a very powerful influence on _n- 
surance developments.” This is es e- 
cially true of costs. 

Probably you have already seen a 
number of catastrophe medical-co er 
analyses in the insurance press, natio:ial 
magazines and company bulletins and 
house organs. Nevertheless, at leas: a 
cursory examination must be made of 
some typical plans in order to have a 
frame of reference for commentary. 
For this purpose a chart of typical 
catastrophe medical covers has been 
appended (pages 22-23). 

The group catastrophe forms outlined 
in this chart* are not exhaustive, but, 
since few companies as yet are market- 
ing this type of coverage they are 
probably representative—with two ex- 
ceptions. The exceptions are non-profit 
groups whose plans are not usually in- 
cluded in any list of catastrophe forms. 
One of these, however, the Health In- 
surance Plan of Greater New York 
(HIP), is essentially a catastrophe 
type coverage. The other is the Group 
Health Plan of New York. While not 
a truly catastrophe form, Group Health 
does provide some major disaster cover- 
age to lower income groups by reason 
of the fact that surgical schedules for 
semi-private patients are accepted by 





1. The primary or basic cover used 
throughout this article whenever specific 
primary benefits or premiums are intended 
is a combination-coverage whose costs 
have been roughly estimated as “‘aver- 
age’’ by Second Vice-President J. Henry 
Smith, Equitable Life Assurance Society: 

Approximate 
Gross Pre- 
miums for 
Each Family 
Unit 
(per year) 
Hospitalization Insurance 

Plan providing $8 per day for 

room and board, maximum of 

70 days (14 days for ma- 

ternity), and maximum reim- 


bursement of $160 for other 
charges, for each hospitaliza- 
SE ct ctawddawienseeversweade $ 66.00 


Surgical Insurance 
Plan providing surgical! 
schedule with $200 maximum 27.10 
General Medical Insurance 
Comprehensive plan _ provid- 
ing $5 for home or hospital 
visit, $3 for office visit ...... v0) 
X-Ray and Laboratory 
Examination Benefits 
Plan providing scheduled 
amounts limited to total of 
$50 benefit per year per per- 


ci wiceccecccsavecevecnvees 1 
a re er ae eer ae $176.0 
2. Medical-Society Plans are those »pon- 
sored by state medical societies a! de- 


signed to be underwritten by insu ince 


companies; doctors agree to company SUuUr- 

gical schedules, and to accept pr er 

tionately reduced fees if claims eed 

premium provisions for them. 

8. Individual and family forms, iile 
not on- 


deserving a wide market, are 
sidered here—they are too expansi 
be used as mass techniques. 
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their panel of physicians as full pay- 
ment. 


Catastrophe Medical Theory 


Before studying any individual one of 
these contracts, bear in mind, if you 
will, that with the two exceptions noted, 
they are all based on this theory: (a) 
basic hospitalization and _ surgical 
forms cannot take care of a family’s 
big financial health worry; (b) to 
eliminate duplication by reason of such 
basic coverage and also to eliminate 
small claims, the first $100, $300 or 
$500, as fits the case, is paid by the 
insured (the deductible); (c) to give 
the insured some incentive to watch his 
costs (the coinsurance feature),* the 
next 20-25 per cent of the bill is also 
borne by the insured; (d) a top limit 
in amount and/or time is necessary. 

Now, let’s take a closer look at a 
few of these plans: 

Company J—The $300-$500 deduc- 
tible applies to the entire family; it is 
reduced to $25 after the first expense 
period in any one policy year; maxi- 
mum limit is $10,000; no time limit 
during which expenses must occur. 

Cost: Depends on location, age and 
sex distribution, besides the usual fac- 
tors of amounts, number of employee 
dependents and coinsurance per cent. 
For what the company assumes to be 


4. o-insurance, in respect to this field 
of insurance, means that the insured will 
Day named percentage of the medical 
and/or hospital bill (usually, 20 or 25 per 
cent) while the insurance carrier pays 80 
or 75 per cent (in excess of the deductible 
amount where there is a deductible pro- 
Visic i). It bears no similarity to the 
meaning as used in fire insurance. 


normal factors in these respects, and on 
the basis of $300 deductible, $5,000 
limit and 20 per cent coinsurance for 
a group located in New York or Chi- 
cago, cost is about $80 per year (em- 
ployee and wife and two children), or 
about $40 if the employer paid half. 

If primary hospitalization and surgi- 
cal is also carried at $176,5 then the 
contribution for complete 
coverage would be about $128 ($40 
plus half of $176). This is a little more 
than 8.5 per cent of incomes of $2,000 
(39.1 per cent of all families and un- 
related individuals have incomes of 
$2,000 or less, according t» 1949 esti- 
mates) and about 5.7 per cent of in- 
comes of $3,000 (56.8 per cent of all 
families have incomes below this figure, 
while 17 per cent are between $2,000 
and $3,000). 

The same plan with a $2,000 limit 
would reduce the cost by 5 per cent, 
or to about $167 for complete coverage 
(That is 5.5 per cent of $3,000 incomes 
and 8 per cent plus of $2,000 incomes). 

Company D—Deductible comes as 
low as $100 but there is an additional 
deductible of 1 per cent of annual 
salary plus 25 per cent coinsurance fea- 
ture; limit comes as low as $1,500; 
basic plan may be used to offset deduc- 
tible. Operation is as follows: Expenses 
less deductibles and coinsurance for 
any one expense-cause are paid during 
any one 12-month period; thefi deduc- 
tible is reapplied for another 12-month 
period if the limit has not been ex- 
hausted and if the insured is totally 
disabled—otherwise only three months 


employee 





5. See Note 1. 


more coverage instead of 12. Minimum 
group—os0. 

Cost—Assuming the same basic plan, 
complete coverage would cost about 
$230. or on a 50-per-cent-employer-con- 
tribution basis, about $115 for $1,500 
limit and $100 deductible. (About 5.7 
per cent of a $2,000 income, or 3.8 per 
cent of a $3,000 income). 

Company K—Lowest deductible is 
$300 with a 25 per cent coinsurance 
requirement. Deductible applies after 
basic coverage is exhausted. Cost for 
$2,000 limit; $300 deductible is about 
$50, which, with the same basic plan, 
brings total cost to about $226 or $113 
per employee if the employer pays 
half. This is about 5.6 per cent of a 
$2,000 income and about 3.8 per cent of 
a $3,000 income. 

These three plans are not to be com- 
pared on a cost basis, since their terms 
are not comparable. Indeed, they were 
chosen because they illustrate differing 
patterns. 

Any one, taken together with the aver- 
age basic plan used here, comes as near 
to covering all medical expenses as you 
can find and at costs which do not 
differ by a substantial margin. The un- 
insured expenses other than the usual 
exclusions, would include prescriptions 
and expensive drugs, specialist consul- 
tation, nurse service and perhaps some 
diagnostic service charges—that is, un- 
less the total bill exceeded the deduc- 
tible, coinsurance and basic coverage 
protection. Likewise. no charges for 
chronic illnesses—such as those requir- 
ing regular periodic injections or treat- 
ment—would be paid for until their 
sum came within the catastrophe por- 
tion of the coverage. 


Take Another Look 


Now, examine these plans in the con- 
text of their fundamental actuarial as- 
sumptions, and you will see something 
of the kind of impact they can have on 
the medical-expense insurance picture: 

1. The catastrophe coverage, by it- 
self, is, in most cases, a very compre- 
hensive protection for an exceedingly 
attractive premium. Those in income- 
brackets that can assume the first $200 
to $500 or more of expense will find in 
these plans the answer to most medical- 
expense problems. 

2. But the deductible plus coinsur- 
ance features remove all possibility of 
covering expenses below this $200-$500 
and more level. That is the very reason 
why some insurers are requiring some 
primary coverage (at least hospitaliza- 
tion) to be carried as well. Without 
primary insurance, according to one 
company executive, “the average em- 
ployee will not at this time buy a 
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deductible.” This may be a temporary 
limitation which “can be overcome by 
demonstration, publicity and salesman- 
ship,” according to one experienced 
underwriter. 

Yet, if anything more than basic 
hospitalization is added to the catas- 
trophe contract, the protection, as we 
have seen begins to be much too expen- 
sive for our “average man” and his 
family. 

3. The deductible, but more espe- 
cially the coinsurance feature, suggests 
that the companies anticipate something 
which they know must be avoided, and 
that suggestion is correct: They antici- 
pate use of the catastrophe plan in ex- 
cess of reasonable limits by families 
and individuals who for the first time 
would have the means to pay for ade- 
quate medical attention; they fear col- 
lusion between some physicians and 
patients; they expect many physicians 
to up their charges once they know in- 
surance is in force (a fear based on 
experience); they fear a higher loss 
ratio on dependent wives than on male 
employees. 

That is why every company officer 
and underwriter calls the field an “ex- 
perimental” one. It is why insurers em- 
phasize that they are “going slow” in 
pushing the sale of catastrophe covers. 


An Experiment 


Mr. Whittaker of the Prudential 
states, “ this insurance is in an 
experimental stage. We have found no 
opportunity yet to determine to what 
extent the existence of this insurance 
will increase medical costs, but . . 
while we are admittedly taking chances 

. that is what insurance companies 
are for... .” 

An executive of Company B, how- 
ever, believes that, while the tendency 
to increased charge is inherent in any 
plan where there is no direct control of 
services, it will be minimized in catas- 
trophe medical coverage by reason of 
its very nature. (Note: This company 
omits the coinsurance feature; it be- 
lieves catastrophe coverage unsaleable 
“if in addition to a deduction . . . the 
insured is also asked to pay 25 per 
cent” of the excess). 

It must be stressed, however, that 
Liberty Mutual’s experience—the long- 
est and perhaps the largest of any com- 
pany writing catastrophe forms—does 
not indicate a pronounced tendency to 
increased charges. 

4. Even the matter of rates is not 
certain . . . they may be too high or 
too low (Liberty Mutual contemplates 
increasing the rate for dependent 
wives). The experience with basic 
coverages has not been one to encour- 
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age the hope that catastrophe experi- 
ence will be stable at least in the be- 
ginning. An accident and health de- 
partment manager of a large insurer 
complains that rates on basic “never 
catch up” and that competition has a 
tendency to cut rates to the bone. His 
company, he states, doesn’t want catas- 
trophe medical because it can’t see any 
profit in it (especially after insureds 
learn its value). His company writes 
it only if it insures the basic coverage 
also. 


Age Distribution 


Another factor in the loss and pre- 
mium situation is age-distribution. An 
analysis of catastrophe coverage by 
H. S. Cramer of Bleichroeder, Bing 
Company, New York brokers, indicates 
that, while catastrophe medical attracts 
those in the higher income-brackets, it 
is chiefly those at this income-level who 
are in the older age group—‘so, you 
see, we start on the wrong foot because 
the insured groups are loaded with 
older people whose sickness frequency 
is much higher. . . . From the begin- 
ning we eliminate a large group of 
prospects who would bring the claim 
ratio down. This requires, on the other 
hand, a substantial premium and here 
we have a vicious circle... . ” Mr. 
Cramer offers only a partial solution: 
a family deductible (see Company J). 
but hopes that in the long run experi- 
ence may indicate the possibility of a 
lower rate scale. 

5. There is, of course, no assurance 
that the primary plan to which catas- 
trophe is added, will be as good—if, 
indeed, there is any in force—as the 
one used here for working purposes. 
More often than not, it will include 
hospitalization only, such as Blue 
Cross. This may be due partly to the 
high cost of complete primary insur- 


ete 








ance . . . the fact that so few (21,- 
000,000 according to the latest Health 
Insurance Council report) carry physi- 
cian-expense coverage would tend to 
confirm such a supposition. 


Primary Plans Out-Moded 


Mr. Whittaker of the Prudential, in 
fact, is convinced after an analysis of 
some basic plans that “a great many 
employers should modernize their hos- 
pital plans so that they pay the full 
bill in about 80 per cent of the 


cases....” He continues, “According 


to the figures put out by the Life In- 
surance Association of Amercia, 8', 
million employees and 9,200,000 depen- 
dents were insured for 103 million of 
daily benefit under group hospital 
plans, or an average amount of about 
$6 per day,” obviously inadequate to- 
day. The same goes in respect to sur- 
gical expense schedules. 

6. The extent to which employers 
will contribute—a crucial cost-factor— 
cannot be known. However, a substan- 
tial number of group contracts of .all 
kinds are currently on a contribution 
basis; unions in bargaining are seck- 
ing to have the employer bear the en- 
tire cost in some kinds of plans; and 
employers, it is said, might be equite 
willing to comply if it were not for 
War Stabilization Board restrictions. 

7. Finally, group plans don’t reach 
some important segments of our popu- 
lation: establishments with less than 
10 employees; individuals; many in 
rural areas. Not that the road is closed, 
but, outside of the limited success of 
a few independent plans the road is a 
rather circuitous one, guide-marked 
chiefly by the experience of the Blue 
Cross in Rhode Island. In that state, 
Blue Cross set aside without previous 
notice one*day a year during which all 
those who joined were entitled to the 
group rate; many individuals have been 
enrolled by this device. 


PERMANENT OR TEMPORARY? 


What about these weaknesses? Are 
they permanent or temporary? Are 
they indigenous or are they dependent 
partially on outside factors that can 
be changed? 

The close relationship of catastrophe 
medical to primary medical-care forms 
has already been noted as a factor off- 
setting the catastrophe deductible fea- 
ture. The trouble here is that, as noted, 
some basic plans currently suffer from 
a serious disturbance—the tendency for 
costs (losses) to go up,® either be- 
cause of inflationary prices or because 
insurance - physician agreements 0” 
schedules are not lasting. (Note: John 
Hancock raised rates on group A & H 
lines Jan. 1; New York Blue Cross and 
Blue Shield are upping rates May |. It 
is distinctly to the enlightened self-inter- 
est of the medical profession, and insur- 
ance, as well as to the public a: van- 
tage that these agreements be /ng- 
term ones if rates are not to be ri sed 


6. An official of one carrier believes |)1at 
“the only plans that will do an effe ive 
job in providing protection against pri- 
mary hospital and medical costs wi! be 


those plans which directly or indir «tly 
have control of the cost of the ser: ces 
rendered.”” He doubts if this contro! °an 
be affected under “an ordinary insur. "ce 


contract.” 
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FIRE + AUTOMOBILE » MARINE + CASUALTY » SURETY 
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Head Office: 401 California Street, San Francisco 20, California 


Departmental Offices: New York « * Chicago * Boston 
Atlanta « Los Angeles « Seattle 


FIREMAN’S FUND INSURANCE COMPANY 
HOME FIRE & MARINE INSURANCE COMPANY 
FIREMAN’S FUND INDEMNITY COMPANY 
WESTERN NATIONAL INSURANCE COMPANY. 




















It takes two to do a mind-reading act—and 
it also takes teamwork between producer 
and company to build an outstanding insur- 
ance business. Last year we made available 
to any agent or broker, whether he repre- 
sented us or not, copies of a monthly mailing 
to our producers, FIREMAN’S FUND IDEA 
INDEX. The requests were so numerous that 
we are continuing this offer in 1952. Past 
issues of the IDEA INDEX discussed specific 
coverages...the complete file is a miniature 
textbook on insurance. This year, the em- 
phasis will be on sales helps, case histories, 
success stories, helpful information on 
overcoming sales resistance. One of many 
FIREMAN’S FUND services, our IDEA INDEX 
has built business for others...it can build 


business for you. Mail the coupon today. 


Advertising Department, Fireman’s Fund Group 
401 California Street, San Francisco 20, California 


Without obligation, please send me the current issue of 
FIREMAN’S FUND IDEA INDEX. 
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periodically and the public antagonized 
beyond repair. 

It is also possible that coinsurance 
may be found to be unnecessary: at 
least one company believes it is. 

There is the possibility, too, that as 
experience accumulates, companies may 
find that the deductible may be lowered 
at the same time the rate is reduced. 
Perhaps, very liberal allocated benefit 
schedules—acceptable to doctors—will 
replace blanket coverage, thus avoiding 
the possibility of continually spiraling 
costs. Use of allocated benefits, how- 
ever, is not to be too seriously consid- 
ered: they can never compete with 
blanket forms. 


Restraining Factors 


The factors at present restraining 
the progress of catastrophe medical as 
a method of mass medical-expense in- 
surance are few but important: 


First, the temporary one—WSB re- 
strictions. At present it would seem 
that all catastrophe medical forms 
would have to be individually submitted 
for approval. 


Secondly, despite some opinions that 
are more hopeful, the general feeling 
throughout the industry is that there is 
plenty of opportunity for doctors, hos- 
pitals and other health agencies to in- 
fluence the cost. This consideration is 
causing a cautiousness, which, while 
undoubtedly temporary, is far from 
conducive to bold experimentation or 
aggressive sales promotion. (One actu- 
ary of a large company admits that 
this “go-slow” feeling is a lamentable 
but necessary restraining influence.) 


Third, there is still the problem of 
high costs on an individual basis which 
excludes millions not ordinarily eligi- 
ble for group forms from catastrophe 
medical benefits, while at the same 
time, no method that will reach these 
people on any group basis has as yet 
been generally considered practicable. 


Role of "Medics" 


Finally, the slow pace at which in- 
surance-physician cooperation has pro- 
ceeded. 

John H. Miller, vice-president and 
actuary, Monarch Life, has said, “Such 
expenses (medical) will be controlled 
through an awareness on the part of 
the medical profession that it has a 
responsibility to cooperate with the 
companies in a common cause—to pre- 
vent socialized medicine.” And Vice- 
President Edmund B. Whittaker of the 
Prudential has urged that “manage- 
ment, the insurance industry and the 
medical profession, alike, have a re- 
sponsibility to make it (catastrophe 
medical-expense insurance) workable.” 
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In another instance, Mr. Whittaker 
said, “We and the hospitals each must 
assume the responsibility of bringing 
these benefits . . . to more people, and 
we must acquaint the medical profes- 
sion with all of the problems surround- 
ing surgical expense coverage. . . . Un- 
til surgical fees and the insurance 
mechanism reach closer conformity, our 
defense against national health insur- 
ance will be vulnerable.” 

Perhaps the significance of the con- 
tribution the medical profession could 
make to the progress of catastrophe 
and all other medical-expense plans 
can be pointed up this way: If medical 
people should reexamine their fees in 
the light of the ever-increasing cer- 
tainty of payment by reason of insur- 
ance they would find that the physician 
who formerly had to charge 100 people 
$300 for each operation of a certain 
kind to make up for many more who 
can afford nothing or only a small part 





of the fee, can today receive the same 
income from 200 people at a $150 fee, 
or from 150 people at a $200 fee. 


Another Voluntary Plan 


As indicated in a footnote, page 16, 
there is a belief not without support 
within the insurance business that ca- 
tastrophe insurance plans without effec- 
tive control of costs for services will 
not be wholly successful. It has also 
been noted that the medical-society 
plans of the insurance carriers are a 
step in seeking to secure that control. 

One plan that has followed this 
thought is the Health Insurance Plan 
of Greater New York, cryptically 
known as “HIP.” HIP’s president and 


medical director is Dr. George Baehr, 
one of the outspoken opponents of na- 
tional health insurance schemes. 

HIP group coverage is often sold in 
conjunction with Blue Cross or sone 
hospitalization plans as a prerequisite 
to insurance under HIP itself. Besides 
affording means of paying for hospital 
room and board costs through Bue 
Cross within that organization’s limits, 
HIP pays surgical, specialist, maternity 
costs, home and office physician visits, 
laboratory costs, charges for massage, 
therapy X-ray treatments and examina- 
tion, ambulance service, all diagnostic 
tests (including eye tests and prescrip- 
tions) and visiting nurse services— 
without limit, without any deductible, 
without any form of coinsurance by the 
insured. In addition, it includes im- 
munizations, psychiatric diagnoses and 
regular health check-ups. 

For insureds with incomes of $6,500 
anuually or less the maximum charge 
regardless of number of dependents— 
is $156.00 (including Blue Cross at 
May 1, 1952, rates. HIP cost alone is 
a maximum of $103.68). If the em- 
ployer pays half, as HIP requires, in- 
dividual families then would purchase 
this service for $18.00 yearly (a little 
less than 4 per cent of a $2,000-a-year 
income and slightly more than 2.5 per 
cent of a $3,000-a-year income). 

Before inquiring how HIP does it, 
let’s take a look at some case-studies 
that indicate what an average family 
gets from HIP: 


"Rankand Fyle" Family 


The HIP offers as its sample the 
“Rankand Fyle” Family: husband, 4, 
in the year 1947; his salary, $4,000; 
he has a wife, 39, one boy, 12, and 
another, 4. During their first three 
years with HIP the family was seen 
80 times by the doctor and specialists 
to whom he referred them (excludes 
services of radiologists and _patholo- 
gists). Services were for check-ups, in- 
grown toenails, congenital inguinal 
hernia, vaccinations, trench mouth, in- 
jured finger, a breast cyst, tonsillitis 
and tonsillectomy, eye infection. eat 
infection, skinned knees, impetigo. spu' 
on heel, blood counts, diagnostic «xam- 
inations, chickenpox, upset stomach. 
sprained ankle. There was one 1:2j0r 
operation, two minor ones, 17 ho- pital 
visits by specialists and one by the 
general practitioner. eight house « #Ils. 
21 office visits to specialists and ©’) to 
the general physician. 

Says the HIP survey, “ . . . this 
family was no threat to the actu ‘rial 
soundness of HIP. In its original ):'a"- 
ning, an annual average of seven p Ys! 
cian services per enrollee was at ‘ich 
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pated.” This sample case does not 
markedly differ from those of the other 
99 families (391 persons) analyzed in 
the HIP study. 

Obviously, HIP has thrown overboard 
a number of safeguards regarded al- 
most as gospel today by insurance com- 
panies. Yet the organization is not only 
solvent but prospering. What might be 
equally significant, its doctors are mak- 
ing out very well. What’s the secret? 


HIP Principles 


Three outstanding principles of HIP 
operation are: 

1. Professional services are provided 
through 950 general practitioners and 
specialists organized into 31 medical 
groups and operating as clinics. Each 
group is autonomous except that facili- 
ties, pattern and professional require- 
ments must meet HIP’s medical board 
standards. Questions of medical stand- 
ards and eligibility are decided by doc- 
tors, of whom some represent the medi- 
cal societies to two New York counties. 

2. Physicians are paid on a per capita 
basis: $23.04 per enrollee in the below 
$6,500 classification and slightly more 
per year per enrollee in the high-income 
classification. 

3. Employers are required to con- 
tribute at least 50 per cent of premium, 
as noted before, except for certain state 
and federal employees who, in the ab- 
sence of permissive legislation, pay the 
full amount of premium. 


The "Secret" 


NOTE: The two elements—group 
practice and per-capita payment are 
basic. HIP creed is that “a prepay- 
ment plan cannot provide complete 
medical service under (free-for-service) 
system . .. because the demands of the 
subscribers and the financial rewards to 
the physicians lead inevitably to inordi- 
mate multiplication of services and 
magnification of costs. . . .” 

Group practice per capita payments, 
service-type benefits, and close working 
arrangements in administration be- 
tween physicians and lay personnel con- 
stitute the four-way “secret” of HIP 
operation . . . they are the cost and 
utilization control that replace coinsur- 
ance and deductibles. 


Why Not More Insureds? 


The natural question is: “If HIP— 
and similar ‘independent’ plans—are 
so complete, why are there only some 
444 million insureds under such plans 
in this country?” The answers, briefly, 
are: (1) High cost in large areas where 
there is no employer; (2) Wide-spread 
ignorance of health hygiene principles 
and lack of appreciation of the benefits 
of insurance plans; (3) lack of financ- 
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ing and organizationa! know-how; (4) 
restrictive legislation against consumer- 
sponsored plans; (5) professional dis- 
crimination in some areas against doc- 
tors associating themselves with such 
plans; (6) difficulty of securing quali- 
fied personnel. 

At any rate, at the present time HIP 
and other independent plans offer broad 
coverage, but insurance company plans 
protect by far the large majority of 
insureds and return to them the largest 
sums or their service equivalent for 
medical-care expenses. (Insurance car- 
rier catastrophe plans, of course, have 
developed little volume or benefit pay- 
ments at this early date). 


Compulsory Plan? 


Professor C. A. Kulp, Insurance Divi- 
sion of the Economics Department 
University of Pennsylvania—a strong 
opponent of public health insurance—* 
believes that, in order to forestall such 
government plans, something more 
forceful than voluntary methods might 
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be needed to distribute catastrophe 
medical coverage speedily, once this 
form has caught on with a substantial 
number of people. His opinion is that 
compulsion—on the order of the New 
York State Disability Benefits Law, 
under which private carriers write 
coverage that the state requires—is 
necessary because (a) as soon as 60 
or 70 per cent of the population is 
covered, there is always pressure to 
include others; (b) voluntary coverage 
is always subject to the business cycle, 
shifting of employment, and to other 
factors that cause coverage to be 
dropped, cancelled or to go out of ex- 
istence through business failures; and 
(c) voluntary plans cannot be concen- 
trated in one place for handling. 

Professor Kulp believes that catas- 
trophe coverage is especially suited to 
the compulsory method since it would 
leave the field of primary medical-ex- 
pense cover entirely to private industry. 

Similar views, of course, have been 
stated by insurance executives with 
respect to a somewhat parallel field, 
disability benefits. One such official has 
said that once we have recognized the 
serious threat that exists in. the Rhode 
Island type of monopolistic disability 
benefits legislation, we should “take off 
our coats and repeat what was sucess- 
fully done in New York” to get a 
“sensible, workable disability benefits 
law.” 


Another believes it is a mistake for 
the insurance business to oppese com- 
pulsory state disability laws that do not 
set up monopolistic state funds. 

The vital point that can never be 
overemphasized—the one which the in- 
surance business will placard all over 
its collective office—is, indeed, that some 
answer in terms of private enterprise 
must be found to extend to all income 
groups the benefits of prepaid medical. 
expense insurance. 


A VOLUNTARY PLAN 


Indeed, in the catastrophe medical 
field, where experience is almost non- 
existent, it would seem there musi be 
a number of possibilities on a wholly 
voluntary basis that are worth serious 
consideration in an effort to bring catas- 
trophe medical-expense insurance to 
lower as well as higher income-groups. 

Suppose, for instance... 

1. A. single uniform catastrophe 
medical policy-form were drafted by all 
companies (with variations in amounts 
for different medical-cost are: ~‘ —to 
be sold at one price for each su: |) : rea 
(just as automobile or burglary .i.sur- 
ance is now)—only to those at or below 
a specified income ($3,000 to $4,000 )— 
leaving insurers free to continue ex- 
perimenting with varying patterns in 
the higher income-levels. 

2. This premium could be reduced 
to a minimum by reason of slightly 
lower commissions (agents and brokers 
have a stake in the voluntary method) ; 
and by reason of lower administrative 
expense achieved through a clearing- 
house arrangement for premium pay- 
ments. 

3. Operation of clearing-house and 
policy-making were by a committee of 
representatives from insurance com- 
panies, welfare agencies, banks, unions, 
granges, medical profession, hospital 
associations—all under supervision of 
the state insurance departments. 

4. The plan to be made available to 
governments as the vehicle for medical- 
care provision to the indigent, thus ex- 
panding the area of service by voluntary 
enterprise at a premium paid for by 
government. This is now in the process 
of negotiation by at least one organiza- 
tion in a large eastern city. (To say 
that such a device is merely a shifting 
of administration without change in 
ultimate incidence of the cost burden is 
a surprisingly “cutting-off-of-nose” ap- 
proach to preserving free enterprise). 

5. Promotion and general publicity 
were conducted through all the above 
organizations plus other civic business 
and educational groups, as well as by 
insurance producers and their associa 
tions. 
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6. The chief provisions of such a 
policy to be—$1,000 or $2,000 limit for 
immediate hospital, surgical and diag- 
nostic care for all diseases (“usual” ex- 
clusions as defined in Chart, page 21, 
would be acceptable)—at rates, fees 
and ‘or schedules agreed upon by sup- 
pliers of the service—possibly with a 
sliding coinsurance percentage relative 
to income—with doctor visits payable 
aner first two visits—no check-up or 
other purely preventative care. .. . 

If these organizations could do the 
same cooperative job in putting over 
catastrophe medical on a_ voluntary 
basis, as some of them did in New York 
State for DBL . . . who knows? 


Let's Not Fool Ourselves 


To quote Mr. Whittaker once more: 
“ _. We’re not as objective sometimes 
as we might be. Loyally, we tout the 
progress we have made in voluntary 
plans. We whitewash the ideas to which 
we have been adhering. But respect for 
reality should cause us to drive around 
the block and look at the other side of 
the house. Our blind acceptance of the 
obvious, otherwise, might defeat our 
aims. 

“Superficially, the progress made in 
various forms of group insurance ought 
to give the utmost pleasure and con- 
fidence to everyone who believes in 
private enterprise. Actually, it should 
fool no one but the ignorant and the 
shallow-minded. We are, indeed, fooling 
ourselves if we allow statistics and per- 
centages to cause us to delay coming 
to grips with the realities of group and 
social insurance trends. . . . 

“The evidence is ample that volun- 
lary means of protection are growing. 
but we should take less comfort than 
we do from such figures. They are not 
widence that the coverage is adequate 
or that it is growing in depth. Nor is it 
evidence that the siren song of the 
“cialist planners has been silenced. 

“Nationalization may well happen 
here if we fail to look hard at the in- 
adequacies of the private plans and 
sek to eliminate them. Technical and 
tdministrative knowledge must catch 
up with public interest. We in the in- 
surance companies cannot do it alone, 
nor can the administrators of private 
plans. Employers, professional people 
in the medical field, and hospital ad- 
ministrators must help solve the prob- 
lms which make underwriting of social 
Msurance so difficult. . . .” 

* * * 

What we have attempted to show in 
some analytical detail in this article 
could not be better summarized than 
does the above quotation from one of 
the leading executives of the insurance 
industry. 
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NOW-—Accident and Sickness Insurance 


Lincoln National is now in the accident and 
sickness insurance field. The LNL man sells 
noncancellable, guaranteed renewable disa- 
bility insurance and a special coverage fea- 
turing commercial accident and _ sickness 
insurance sold with life insurance in one 
package. 


LNL’s accident and sickness insurance, added 
to our already broad insurance coverage, is 
another reason for our proud claim that LNL 
is geared to help its field men. 


The 
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INSURANCE COMPANY 


Fort Wayne 1, Indiana 
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It was a popular belief 


among merchants long 
ago that to insure good 
fortune and avoid bad 


AB 
luck—a small amount 


In his attempt to protect 
himself from misfortune 
and the forces of evil, 
man has adopted 

many curious practices. 


from the day’s first sale 
should be returned to 


the customer. 


Today’s businessman doesn’t trust to luck when it comes 


to the safety of his business. He knows he must 


have sure safeguards! 
Especially important, if records should be destroyed, is the 


replacement of valuable papers and the collection of accounts 
receivable. Without such replacement, few businesses 


Either one or both of these 


can continue, even though well covered by fire insurance. 
protective features may be purchased. 


pays for the replacement of all papers. films. documents 
that cannot be collected from customers because the records 


and other business records and also pays all sums 


Our Valuable Papers and Accounts Receivable Policy 


have been destroyed. 


Our agent in your community will be glad to arrange for 


this vital safeguard for your business. Call him now! 
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HOW POPULATION STUDY 


TUATHA 


This article views the more impor- 
tant aspects of population changes 
in the United States between 1880 
and 1950. In the process it focuses 
attention on the social and eco- 
nomic factors which have influenced 
our lives, and will continue to do so. 


By Francis J. Malley 
Managing Editor 
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T is a well-known fact that the life 
insurance companies of the United 

States, in working toward more econom- 
ical and better management of their 
business, have contributed a great deal 
to the knowledge that is available on 
mortality, morbidity, longevity and pop- 
ulation. There is probably no other 
body, with the exception of the Bureau 
of the Census, that has contributed 
such a great volume of information on 
how Americans live. 

But at the same time it has ojten 
appeared that some of the information 
that is made available by these com- 
panies is not put to its fullest use, either 
by the life companies themselves or, 
more frequently, by the other segments 
of the insurance business. 

This article is an attempt to view 
some of the important aspects of the 
population of the United States between 
1880 and 1950, highlighting some of tlic 
important social and economic factors 
that have influenced that population. 
After assembling our facts and viewing 
them in their proper perspective an 
attempt will be made to draw from 
those facts certain indications of what 
those facts mean to the insurance busi- 
ness as a whole. 

It will be an attempt to show that 
the insurance business, which of its 
nature exists only to serve people, can 
better serve those people through better 
knowledge of those people. 


* * * 


The census of the United States for 
1880 revealed that out of a total popu- 
lation of 49,156,000 only 3.5 per cent 
or 1,732,000 people were 65 years of 
age or older. By the 1950 census, 
despite the tremendous gain made in 
total population in this country, the 
people 65 or over numbered 12,322,000 
or 8.2 per cent of the total. 

The following table traces the move- 
ment of the median age of the popula- 
tion from 1890 to 1950. 





—_— 





Table 1. Median Age in the United States, 1890-1950 
Total 


Population Male Female 
* 1890 22.0 22.3 21.6 
1900 22.9 23.3 22.4 
1910... 24.1 24.6 23.5 
1920. . 25.3 25.8 24.7 
1930. . 26.5 26.7 26.2 
1940... 29.0 29.1 29.9 
1950... 30.1 29.1 30.4 

See n— 








In the steady advance of this median 
age we can see the effect of the grow- 
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ing number of older people as a seg- 
ment of population. 

The quickest way to get a clear pic- 
ture in mind of a population is through 
the study of the age-sex distribution. 
Table 2 shows such a pyramid, for the 
population of the United States for the 
year 1880. 

It can be seen that the distribution 
is an almost stable population. Thus 
in a normal population each succeeding 
age group will be slightly smaller than 
the one younger than it, as a result 
of the people who have died in the 
five-year period. In the 1880 distribu- 
tion the age brackets from 15 to 29 
years vary slightly from the norm, but 
this is probably a result of the Civil 
War. Like all wars, it produced fluctu- 
ation in the age-sex distribution by: 
(1) killing a number of young men, 
and (2) keeping young men away from 
their homes during the time they should 
be fathering children. 


Effect of Immigration 


These two factors however would 
have been modified in the period before 
1880 by the great number of immi- 
grants that were entering the country. 
In the period 1851-1880 more than 7.7 
million people immigrated to the United 
States. 

However, in spite of the effect of 
immigration as indicated by the pyra- 
mid, it seems safe to say that the varia- 
tion occurring in the 15 to 29 age 
group is probably due to the number 
of young men who were away fighting 
the Civil War when they might other- 
wise have been siring children who 
would have fallen into these age brack- 
ets by the 1880 census. 

With regard to these 1880 figures 
shown in Table 2, it seems pertinent 
to note that men outnumbered women 
in all age brackets except 15 to 19 
and in the bracket 75 and over. This 
again is probably the result of immi- 
gration which brought a preponderance 
of young men to the country. 

Table 3 shows the data for the 1950 
population. The tremendous growth the 
country has undergone in seventy years 
becomes immediately apparent on com- 
parison of the two tables. 

A number of striking facts are re- 
vealed on studying the 1950 age-sex 
distribution. The heaviness of the over- 
25 bracket, again probably reflects to 
a great extent, the immigration (and 
the prolific child-bearing by immi- 





grants) which flooded the country in 
the first quarter of the present century. 
At no time between 1900 and 1930 was 
the foreign-born white population less 
than 10.9 per cent of the total popula- 
tion. During the forty-three years from 
1908 to 1950 the net change in popula- 
tion by admission and departure of 
aliens was a net increase of 9,022,523. 
The sharp drop in the figures for 
the people in the age group from 15 
to 24 represents the group who were 
born during the depression years of 
the 1930’s. The sharp decline in the 
birth rate following the 1929 crash is 
reflected in the comparatively small age 
group shown in the table. As the eco- 
nomic situation improved, the age 
group 10 to 14 got larger, and with 
the 1940’s a more perceptible jump 
can be seen. These age groups are 
further diminished by the fact that 
armed forces overseas were not in- 
cluded in the census enumeration. 
Here again, however, in the age 
group 5 to 9, the jump would probably 
have been greater if so many millions 
of young men had not been away from 
their homes during World War II. The 
importance of this fact is made abun- 
dantly clear by the table which shows 
the tremendous number of children in 
the under-5 years group, or those born 
since the end of the war in 1945. With 
the return of millions of young men at 
the end of the war, more than 16.3 
million children were born between 


1945 and 1950. 
Greater Life Expectancy 


In addition to these immediate 
thoughts provoked by a comparison 
of the 1880 and the 1950 age-sex dis- 
tribution, it also becomes apparent that 
the number of older people has in- 
creased at a remarkable rate. The 
tables show this increase, but a closer 


look at this growth compared with the 
growth of the under 65 population will 
show why the median age of our popu- 
lation has been going up steadily 
since 1880. 

Table 4 shows .he number of men 
and women over and under age 65 from 
1880 to 1950. It also shows these 
figures as a percentage of 1880, to 
show the rate of growth of these four 
population segments: (1) Males over 

(2) Females over 65; (3) Males 
under 65, and (4) Females under 65. 

The table reveals at a glance that 
the second category, females over 65, 
have had the greatest growth over the 
ppast seventy years. Women over 65 
did not reach numerical superiority 
over the men in their age bracket until 
1940, although as early as 1910 they 
were leading on the basis of percentage 
of growth since 1880. Women over 65 
were never significantly behind men 
over 65 for the period from 1880 to 
1930. In 1950, however, there were 
900,000 more over-65 women than over- 
65 men. 

The second highest category in 
growth since 1880 were these over-65 
men, who increased their numbers 
nearly six and a half times. Their 
growth paralleled the growth of num- 
bers of over-65 women until 1930 when 
the women began to leave them behind. 

For the categories under 65, the 
women again have numerical superior- 
ity over the men, as well as greater 
percentage of growth. In this under-65 
category they have not zoomed ahead 
of the men to the extent the elderly 
ladies have, but there are better than 
half a million more women under 65 
than men. The census of 1950 marks 
the first time that women under 65 are 
more numerous than men. It was not 
until 1940 that under-65 women man- 
aged to eke out a slightly higher per- 











Table 2. Age Distribution by Sex, United States, 1880 


In Thousands) 

Male Female 
Under 5 Years... : 3,750 3,470 
5to 9 Years... 3,275 3,205 
10 to 14 Years 2,907 2,808 
15 to 19 Years. ... 2,476 2,536 
20 to 24 Years... 2,555 2,533 
25 to 29 Years... sae ee 1,971 
30 to 34 Years..... — eee 1,625 
35 to 39 Years........ 1,527 1,473 
40 to 44 Years. . ; 1,244 1,225 
45 to 49 Years... 1,079 1,011 
50 to 54 Years... so 967 873 
55 to 59 Years. . 675 597 
60 to 64 Years. . 585 519 
65 to 69 Years... 379 346 
70 to 74 Years 250 245 
75 Years & Over. 238 264 


Table 3. Age Distribution by Sex, United States, 1950 
(In Thousands) 


Male Female 

Under 5 Years. . : 8,301 8,023 
5to 9 Years. : . 6,825 6,416 
10 to 14 Years. . 5,680 5,681 
15 to 19 Years 5,302 5,431 
20 to 24 Years. 5,457 5,870 
25 to 29 Years 5,924 6,169 
30 to 34 Years 5,735 5,866 
35 to 39 Years 5.476 5,717 
40 to 44 Years 5,029 5,029 
45 to 49 Years 4,520 4,470 
50 to 54 Years. 4,036 4,238 
55 to 59 Years 3,608 3,622 
60 to 64 Years 3,029 2,921 
65 to 69 Years 2,364 2,696 
70 to 74 Years. 1,610 1,815 
75 Years & Over 1,737 2,100 
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a remedy to the situation where {ie 
older worker cannot compete witli his 


Table 4. Population over and under Age 65 by Sex, United States, 1880-1950 younger counterpart. 





paar es — ae With this thought in mind, it ap- 
ne . ate ay ae tale FT Pemate ae pears likely that the older worker's in- 
1880 . 24,852 100.0 23,782 100.0 867 100.0 855 100.0 come would be cut. This might suggest 
wee b= a os = os = os the possibility for a great market in 
= - oe 8 ye bap = =) = =e sales of retirement income policies \o 
1930 . 59,812 242.6 57,328 1 3325 383.5 3310 387.1 be used as supplemental income insur- 
b 4 crass re 01483 4 omit e087 ett m2 ance at age 65. With the addition of a 





centage gain than did under-65 men. 

Losses suffered in numbers by under- 
65 men in World Wars I and II were 
a big factor in the women’s taking over 
numerical superiority in 1950, since 
the United States had about 440,000 


men killed in the two wars. 


Basic Factors 


With all of the foregoing factors in 
mind we have a pretty fair idea of 
what has been happening to the popu- 
lation of the United States since 1880. 

From this picture the following facts 
stand out: 

1. The population of the United 
States is growing older, and the num- 
bers of older people are increasing at 
a much faster rate than the numbers 
of younger people. 

2. The number of women in the 
United States is larger than the number 
of men, and, since 1930 their rate of 
growth has been notably faster than 
men. 

With regard to the first fact, the 
tremendous advances in medicine dur- 
ing the first half of the twentieth cen- 
tury have undoubtedly contributed in 
great measure to the number of people 
living beyond age 65. By 1948 diseases 
like typhoid fever, scarlet fever, 
diphtheria and measles had _ been 
brought under control to the point 
where they were responsible for less 
than one death per 100,000 of popula- 
tion in the United States. 

Infant mortality has been drastically 
curbed since the turn of the century, 
a fact ascribed to: (1) better care of 
children at home; (2) fewer children 
per mother, resulting in better care 
per child both before and after birth; 
(3) better medical care; and (4) better 
standard of living generally.1 Between 
1900 and 1940, the specific death rates 
show the following relative declines: 
ages 5-14, 74 per cent; ages 15-24, 70 
per cent; ages 25-34, 69 per cent; ages 
35-44, 51 per cent; ages 45-54, 22 per 
cent; ages 65-74, 22 per cent; and 
ages 75-84, 8 per cent.2 This improve- 


1 Warren S. Thompson, Population Prob- 
come, New York, McGraw-Hill, 1942, p. 


2T. Lynn Smith, Population Analysis, 
New York, McGraw-Hill, 1948, p. 276. 
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ment in mortality even among aged 
groups is of great importance in in- 
creasing our aged population. 

Life expectancy, which was 47.9 
years for males and 50.7 for females 
at birth in 1901, increased to 67.8 for 
the whole population in 1949. 

With regard to the second important 
conclusion sketched in this profile, the 
fact that women are more numerous 
than men and increasing at a more 
rapid rate since 1930, it was already 
pointed out that a number of men 
were casualties of the world wars. 
However, women have had a greater 
life expectancy than men since the 
turn of the century. Since 1900 the 
great improvement in the rate of deaths 
caused by complications of pregnancy 
and childbirth have probably added 
considerably to the longevity of women. 
Indeed, maternal mortality, which had 
reached an all-time low in 1935 of 58 
per 10,000 live births, declined to a 
rate below 10 in 1950, according to the 
Metropolitan Life Insurance Company. 


* * * 


These then are the facts about our 
population. We know, of course, that 
they are well known to and in daily use 
by the life insurance companies. But 
are they, just to cite a random example, 
being exploited to their fullest extent 
as a selling tool? Have the life com- 
panies through their agents and 
through their advertising pointed out 
that greater and greater numbers of the 
American people are living to a ripe 
Have they pointed out that 
most of those reaching that ripe old age 
will be women? 


old age? 


One Viewpoint 


M. Albert Linton, president of the 
Provident Mutual Life, Philadelphia, 
had some interesting things to say in 
his talk on “Aging and the U. S. 
Economy” given before the Life In- 
surance Association of America in De- 
cember. Mr. Linton emphasizes the im- 
portance of productivity of older per- 
sons from the standpoint of their own 
outlook and from their value to the 
economy. Different kinds of work and 
shorter working hours are suggested as 


disability provision a coverage of this 
sort might have great appeal. The Bu- 
reau of the Census projects a possilile 
total of 16,127,000 people over 65 by 
1960, so that a tremendous potential 
might exist for a coverage of this type. 

As far as accident and health lines 
are concerned, the insurance business 
realizes its social obligation of provid- 
ing older folks with adequate coverage, 
and also the fact that those older folks 
represent greater morbidity risks. The 
problem is being studied, however. and 
it is undoubtedly only a question of 
time and experience before older people 
will be able to secure adequate cover- 
age at a reasonable cost. 

Apart from these lines, the facts 
shown plus the assumption that our 
economy needs more older workers 
leads to the belief that workmen’s 
compensation carriers might profit 
from studies on the subject of older 
workers as insurance risks. Are they 
more prone to accidents or less? 

Will we find developing by 1960 the 
problem of the over-65 automobile 
driver where we now have the problem 
of the under-25 driver? Will the in- 
creasing number of women provide 
underwriters with more women drivers, 
and will that be good or bad? 


Problems to Come 


The figures cited in the study above 
certainly indicate that our under-25 
driver problem will be intensified in 
years to come, an indication that posi- 
tive measures for improving safe driv- 
ing among our younger people must 
be intensified. As the numbers of young 
people increase, we must be prepared 
to deal with more younger drivers. 

Chances are good that greater num- 
bers of older people mean greater num- 
bers of institutions for them. This 
means greater emphasis and greater 
speed on the part of fire insurance to 
see to it that all such institutions are 
made as fire-safe as possible. 

With our expanding economy and our 
expanding population the capitalistic 
system of free enterprise in the United 
States faces a great opportunity. The 
insurance business. as a cornerstone of 
our American economy, cannot afford !o 
let its thinking lag behind this oppor 
tunity for public service in the future. 
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We're sold 


on our Field Force... 


and proud because of its Success 

in delivering to the public 

Quality Service throughout 1951 — 
Our Field made one of the most 
outstanding increases in 

Western and Southern history 
bringing our Total 

Insurance In Force 


on 4,141,455 Policies to 


$2,358,715,239 


Congratulations! 





THE WESTERN AND SOUTHERN LIFE INSURANCE COMPANY 


A Mutual Company 
CINCINNATI, OHIO 
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Capital 
Stock 
$ 
000 
,000 
820 
820 
38 
10 
050 
000 
250 
250 
000 
000 
429 
420 
900 
900 
500, 
500, 
637, 
637, 
1,000, 
1,000, 
200, 
206, 
000, 
000 
000 
000 
100 
100, 
300 
300, 
680 
828 , 680 
93, 
92, 
300, 
300, 
850, 
00, 
150, 
150, 
200 
200 
000 
000 
200 
200 
000 
000 
00 
050 





a Includes increase in reserves. 








Results of Operations of Life Insurance Companies 
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me ... With ‘ IBM Electronic Business Machines 





.371, 190 IBM Electronic Business Machines today are 
‘272,074 simplifying the work of a large part of the life 
"576,026 insurance industry. 

Electronic tubes enable these machines to 
"995,618 process accounting and statistical data at speeds 
"063,238 : ; , 

"558,981 unprecedented in business—and with uncanny ac- 
cr curacy. Results range from the performance of 
401 aT day-to-day accounting to the solution of the most 
417, 531 complex computing problems . . . on an up-to-the- 
minute basis. 

556.081 With the flexibility and speed of these ma- 
085,687 chines at their command, insurance companies can 
‘211,988 have information about every phase of operations 
‘222,242 at their fingertips. 





INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y. 
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T has been said that life insurance 

agency building is the result of 
more than a century of trial and error, 
of experiment, of observation and 
thought. Upon this legacy the general 
agent or manager continues to build. 


In an effort to develop a clear and 
accurate picture of the present duties 
and problems of the general agent, THE 
SPECTATOR conducted an objective sur- 
vey that sought out his thinking on fac- 
tors that affect his most important as- 
signments, recruiting, selection, and 
maintaining a top-flight agency force. 
In preparing this research project, a 
letter and two-page questionnaire was 
sent to 1,838 selected general agents 
representing 18 life insurance compa- 
nies! forming a cross-section of national 
opinion. There was an excellent return 
of 408 or 22% of the questionnaires. 
Jefferson Standard, 
Life and Casualty, Life of Virginia, Lu- 
theran Brotherhood, Mutual Benefit Life. 
New England Mutual, American National, 
Boston Mutual, Connecticut General, 
Guardian Life, New York Life, North- 
western Mutual, Penn Mutual, Provident 
Mutual, Reliance Life, Union Central. 


Acacia Mutual, 
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GENERAL AGENTS 


AIR THEIR 
PROBLEMS 


AND VIEWS 


by Joseph M. McCarthy 


The majority of those replying are 
readers of this magazine. 


In the questionnaire we sought the 
general agent’s opinion of the national 
advertising and sales promotion cam- 
paigns of life insurance companies. We 
felt that his answers to our queries 
would be a guide to advertising man- 
agers and agency directors in the 
planning of their advertising and sales 
promotion campaigns to meet the needs 
of their sales forces. 


General agents were asked to answer 
19 questions and in this study they will 
be taken in order together with the 
findings. 


Q. 1—What Is Your Opinion of the 
Value of National Magazines Ad- 
vertising for Life Insurance Com- 
panies? 


There were 388 answers to this 
query. Seventy-three general agents 
considered national magazine advertis- 
ing to be “extremely valuable”; 231 
checked “valuable”; 76 of “doubtful 
value”; 5 “a waste of money”; and 3 
remained non-committal. 


Associate Editor 


Of the 18 companies participating in 
the survey, only six do national maga- 
zine, radio or newspaper advertising. 
We checked on the replies of the 153 
representatives of those six companies 
who answered the question: 34 or 22% 
said “extremely valuable”; 97 or 63% 
“valuable”; 19 or 12% “doubtful 
value”; and 3 or 2% “a waste of 
money.” 

The 235 general agents who an- 
swered question 1 and do not repre- 
sent companies doing national adver- 
tising replied thusly: 39 or 17% said 
advertising is “extremely valuable”; 
134 or 57% “valuable”; 57 or 24% 
“doubtful value”; 2 or 1% “a waste ol 
money” and 3 did not commit them- 
selves. 

A total of 74% of the general agents 
whose companies do not advertise on 
a national basis answered in the “ex- 
tremely valuable” or “valuable” cate- 
gories. This would seem to incicate 
that these supervisors feel that an ex- 
panded advertising campaign by ‘heir 
companies would be of considerable 
support in the furthering of heit 
agency efforts. 
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Q. 2—Which Life Insurance Com- 
pany's Advertising Do You Like 
Best? 


Northwestern Mutual received the 
most mentions to this query. Seventy 
seven general agents rated this com- 
pany’s advertising as their favorite. 
Only 27 of the respondents were 
Northwestern Mutual agents, 50 were 
general agents representing 15 other 
companies. Metropolitan Life’s adver- 
tising tied for second with the New 
York Life although no questionnaires 
were sent to the district managers of 
the Metropolitan, 68 replies favored 
each) of these two companies. Phoenix 
Mutual with 30 mentions and Pruden- 
tial with 27, rounded out the first five. 

In all, 32 companies were mentioned 
and 14 of these companies do not ad- 
vertise on a national scale and they 
received a total of 25 mentions. It is 
quit possible that the advertisements 
of those 14 companies were seen in an 
insurance trade magazine and the re- 
spondents presumed that they also ap- 
Peared on a nation-wide basis. 

Representatives of 17 competing 
companies favored the advertising pro- 


A Survey by the Spectator 


That tells how life general agents divide their time, the number 


of people they supervise, and what their problems are. 


gram of the Metropolitan Life; 12 the 
New York Life; 14, Phoenix Mutual; 
10, Prudential; 9, New England Mu- 
tual; and 12, John Hancock. 


Q. 3—Does the Company You Rep- 
resent Use National Advertising? 


General agents of Mutual Benefit, 
New England Mutual, Connecticut 
General, New York Life, Northwestern 
Mutual, and Penn Mutual were almost 
unanimous in affirming the fact that 
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their companies do national advertis- 
ing. General agents of other companies 
were more or less divided on the ques- 
tion. The answers again pointed out 
the possibility that ads in the trade 
magazines were believed to represent 
consumer advertising. For the record 
255 answered “Yes” to the question. 
There were 155 “No’s” and 2 said 
“some.” 


Q. 4—Have You Been Able to Trace 
Any Specific Results to Your Com- 
pany’s Magazine Advertising? 
There was about a 50-50 response to 

this question. One hundred and eighty- 

two general agents stated that they 
were able to trace specific results to 
their company’s magazine advertising. 

From their answers it appears that 

these particular general agents made 

the advertising work for them by fol- 
lowing up their companies’ messages 
with effective field work. One hundred 
and eighty agents could not trace any 
specific results to the advertising pro- 
grams. 

Almost all of the New York Life and 

Penn Mutual agents who answered this 

question answered in the affirmative. 


Q. 5—Have You Used Direct-By- 
Mail Advertising Successfully? 


The response was very much in favor 
of direct-mail advertising—306 or 77% 
answering “Yes” to the question. 
Eighty-four answered “No” and 6 made 
no comment. Acacia Mutual, Jefferson 
Standard, and Reliance Life general 
agents were 100% in favor of their 
direct-mail campaigns. 


Q. 6—For How Many Salesmen Are 
You Responsible? 


General Agents No. of Salesmen 


58 21 to 30 
56 16 to 20 
41 10 
39 31 to 50 
33 6 
31 4 
25 8 
21 5 
19 3 
15 50 plus 
15 7 
12 9 


ws 


The 408 general agents who figured 
in the questionnaire are responsible for 
approximately 7.250 agents. Of the 
total. 62.6% of the general agents sur- 
veyed have 10 or more men. Therefore 
sphere of influence of these agency 
heads is considerable. especially when 
it is considered that this field force is 
supplemented by a large clerical force. 
It is easy to see that the general agent 
runs a big business organization. 


Q. 7—How Many New Salesmen 
Must You Employ Yearly for Re- 
placement to Keep Your Sales 
Staff Up to the Proper Figure? 


Replies to this question 
ceived from 329 general agents. Two 
hundred and eighty-two of this number 
require from one to five replacements 
each year to maintain a selling force 
at full agency strength. On an overall 
basis. the 329 general agents will re- 
quire 1.19] new agents within the year 

-an average of about four per gen- 
eral agency. 


were re- 


Recruiting. selection and maintain- 
ing a top-flight field force remains one 
of the big problems of the general 
agent. He knows, however, that men 
who will be a success are first of al at- 
tracted te a successful company. Many 
of the general agents who answered the 
questionnaire were of the opinion that 
the company’s prestige as shown 
through the medium of advertising 
helped them land the right man by 
impressing them with the company’s 
prestige. This is a valuable by-product 
of national advertising. 


Q. 8—Do You Employ Any Women . 
Underwriters? 


Many of the leading companies in- 
clude women among their top under- 
writers but their general acceptance 
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among agency heads is still to «be 
realized. To this question there were 
106 affirmative replies and 242 nega- 
tive. 


Q. 9—Have You Found Women Un- 
derwriters Productive? 


Among those who employ women 
agents, 50% answered that they were 
measuring up to expectations. 


Q. 10—Which of Your Duties Makes 
the Most Demands on Your Time? 


We believe the findings of this ques- 
tion to be most important. The majority 
of the general agents are kept busy 
keeping their agents “on the ball” or as 
the question read, keeping the sales 
organization industrious. The second 
most important duty was the recruiting 
and selection of new agents. Third in 
order came the management of the 
office itself, and as noted above that 
means the running of a big business 
organization. The fourth category was 
the handling of service matters for 
policyholders. 


Q. 11—Which of the Following Re- 
sponsibilities of a General Agent 
Do You Consider First, Second, 
and Third in Importance? 
Answers to this question are tabu- 

lated in Table 1. It shows that keeping 

the sales force at top sales efficiency is 
the most important consideration of the 
general agent. 


Q. 12—Are You Able to Devote 
Much Time Personally to Selling? 


The majority of general agents 
were A-l salesmen before their pro- 
motion to agency head but we find 
from answers to the above question 
that 264 of the general agents queried 
were not able to devote time to per- 
sonal production. As seen in the table 
accompanying Question 11 personal 
production was not considered in the 
top three functions. 

Only 125 answered that they were 
able to continue their selling efforts; 8 
stated that they were not permitted to 
sell; six claimed they were able to 
devote one-quarter of their time to 
selling; two answered “not enough.” 


Q. 13—What Type of Advertising 
Would You Like to See Your Com- 
pony Use? 


Because the results of company ad- 
vertising are felt by the agency sales 
forces, the agency head is in a position 
to know the type of advertising that 
best suits the sales purposes of the 
agency. He knows the reaction to the 
advertising as it is expressed at the 
grass-roots level. There were 622 an- 
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Table 1. Replies to Question 11 


Rating of Function Point 
Function First Second Third Score* 
Keeping agents and sales organization working 
industriously and equipped with good sales 
and sales promotion material . 223 135 14 953 
Recruiting of new salesmen 164 148 28 813 
Handling loans and other service matters for ‘ 
policyholders 2 22 127 177 
Handling death claims expeditiously 7 13 89 126 
Collection of premiums, sending receipts there- 
fore, and forwarding of premiums to home office 4 16 62 65 
Notification to policyholders of premiums due 5 10 30 5 
TOTAL 405 344 340 2,255 


* Point score is calculated by counting three points for each first choice, two point 


@ 


for each second choice, and one point for each third choice. 





swers to the above question and the 
theme preferences are listed in the 
following order: 


175 mentioned Family Protection 


143 Old Age Protection 
92 a Testimonial 

63 0 Institutional 

60 vie Miscellaneous 

51 - Anti-Inflation ~ 

38 2 Public Health 


7 " No comment 


Other suggestions for an advertising 
campaign included: playing up promi- 
nent policyholders and agents; agent 
recognition; literature covering various 
problems insurance will solve; advertis- 
ing in local newspapers rather than 
national media; estate analysis; pro- 
gramming; prestige building; general 
sales appeal; business insurance; 
values of a life career local radio; 
direct mail; educational; mortgage, 
group, and group annuity; personal 
health; advertising as it is at pres- 
ent; coupon advertisements; specific 
market; change theme from time to 
time. 


Q. 14—How Long Does the Average 
Salesman Stay With the Company? 


One of the big problems with which 
the life insurance business must con- 
tend is the vast turnover among agents. 
Replies to the above question point out 
the need for a constant recruiting cam- 


paign and from the answers it can be 
seen why the general agent must spend 
so much of his time in the recruiting 
and selection of new agents. 

Two hundred and thirty-one of the 
408 general agents answering ques- 
tion 14 could. not give an accurate 
estimate on the length of time their 
salesmen stay with the agency but 
from some of their comments it varies 
over a short space of time. Sixty-five 
general agents could boast of agents 
who have been with their agency over 
10 years; 5 said their agents stayed 7 
to 10 years; 13 said 5 to 7 years; 41 
said 3 to 5 years; 21 said 3 years or 
less; 21 said 2 years or less; 11 stated 
1 year or less. 


Q. 15—To What Extent Do You 
Finance New Salesmen? 


In answer to question 15, the gen- 
eral consensus is that the agency heads 
follow the accepted procedure of their 
companies in financing new agents 


Q. 16—Do You Have Any Estab- 
lished Policy for Financing Sales- 
men? 


Two hundred and forty-six genera! 
agents replied that they had an estab- 
lished financing plan for agents while 
155 stated that no fixed financing plan. 





Table 2. Summary of Questionnaire Response 


Agents affiliated with 


Acacia Mutual Life Ins. Co. ................ 
Jefferson Standard Life Ins. Co. ........... 
Life and Casualty Ins. Co. of Tenn. ........ 
RA GE. GO, GE WEED dc cci roc cccecscoces 
CO, SOD dhcwedcecedktocceeseousee 


Mutual Benefit Life Ins. Co. 


New England Mutual Life Ins. Co. ......... 
American National Ins. Co. ................. 
Boston Mutual Life Ims. Co. ................ 
Connecticut General Life Ins. Co. .......... 
rr peice ra anbesneb bine ose 
ee ee ok da dewetieednceecee 
Northwestern Mutual Life Ins. Co. .......... 
PPO HCE EMO BOO, CO. cccccccccccccccess 


Provident Mutual Life Ins. Co. 


i er net eck t eek deen eme-ee 
Mpeeees COMEFEE TAPS FO OO. ccccccsccccccceces 
ES SEE ee cecal esescdeaneesacses 


RAPER Sctidevewiensbisetecdisnseuss 





No. of 
Questionnaires Replies Received 
Mailed Number % 
evdccbeuts 61 15 24.6% 
ee ee 152 $1 20.4 
pa a ok ot 363 33 9.3 
papain bing 127 31 24.4 
‘ehewce ens 43 16 37.2 
ieceaew en 75 22 29.3 
éewkmis ‘ue 77 29 37.7 
pS orn Ome oi 99 27 27.3 
Sesneeneve 30 11 36.7 
er ee 55 8 14.6 
yer. 61 20 32.8 
ewes wake 134 42 31.3 
+s pne hein 91 28 30.8 
ekmeendie 88 23 26.1 
sos eeeeus 148 24 16.2 
eae penn 33 9 27.3 
oeetiesen 80 18 22.5 
Seok bare ban 12 21 17.4 
oneneces 1,838 408 22.2% 
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Seven general agents did not answer 
this question. 


Q. 17—What Length of Time Do 
You Believe Necessary Before You 
Can Determine Whether or Not 
a Salesman Is Going to be Suc- 
cessful? 


The majority of the general agents 
questioned believe that an agent can 
be trained in a period up to six months 
and by that time it can be sufficiently 
determined whether he is adapted to 
the business. 

Out of 403 replies, 285 stated that 
the 6-month period, which is usually 
the length of the training cycle, is time 
enough to determine a man’s qualifica- 
tions as a life insurance agent. How- 
ever some general agents who answered 
THE Spectator’s questionnaire were 
more cautious in their estimates. There 
were 42 who felt that it takes six months 
to a year to judge an agent’s ability: 
35 said one year; 39 estimated two 
years or over. According to the 
majority of remarks from this group, 
they wait until they see the production 
records of the agents. 


Q. 18—Do You Yourself Read an 
Insurance Trade Paper? 


Of the nineteen questions asked, the 
most unanimous response was given 
in answer to this question. Three hun- 
dred and ninety-four general agents 
or 98.3% of the 401 replies, stated 
that they regularly read an insurance 
trade paper. Only 3 or 0.7% of the 
total said that they did not read a 
trade paper. Four or 1% read a trade 
paper occasionally. 


Q. 19—Do You Pass This Trade 
Paper on to Others in Your 
Agency? 


The same number replied to this 
question. Trade papers are passed 
along to the agency staffs and agents 
by 383 or 95.5% of the general agents. 
Eleven or 2.8% replied that they do 
not bother to pass the trade paper 
along; three or 0.7% answered occa- 
sionally; 3 or 0.7% pointed out that 
they make it an agency practice that 
all subscribe; one felt that there was 
little interest in trade papers among 
his group. 

From comments received, the ma- 
jority of general agents consider the 
insurance trade papers as an essen- 
tial part of the insurance training and 
education of the new agent. Some vol- 
unteered the information that they have 
rezularly read one or more trade papers 
through their many years in the busi- 
ness—received a great deal of value 
from them—and were impressing their 
agents with the merits of such reading. 


—— 








NON-CANCELLABLE ACCIDENT & HEALTH e LIFE «© GROUP | 


2 a 
4 
fp. 
The real test of the worth 1 
of a sickness and accident : 
policy comes at claim time. 
So the right kind of claim | 
service is all-important. = 


As a leader in the 
non-cancellable disability field, . 


we invite comparisons of benefits . .. of premiums . . . of 





service. But we especially welcome your attention to the ae 
manner in which we treat the policyholder. ay 
THE Kale Remittances } 
INSURANCE YCOMPANY : 
WORCESTER «MASSACHUSETTS 
Frank 1. Harrington i... 2... ccccse .... President « 


Edward R. Hodgkins, Vice-Pres. and Mgr. of Agencies 


Agency representation in the 48 states, the District of Columbia, Hawaii and Canada 














Box 88, The Spectator, Chestnut & 56th Sts., Phila. 39, Pa. 


EXECUTIVE 


Fully qualified to assist in organization of fire company 
in southeastern Florida and to assume full responsibility 
for its operation. Familiar with reinsurance, treaties and 
all phases of the field. Please furnish full information 
about previous experience and positions held and salary 
expected. Answers will be held in confidence and will 
not be checked until after personal interview. 

















pose | 





PREFERRED STOCK 


Prospects are the fieldman’s stock in trade. Preferred 
prospects are people who need life insurance and can 
afford to buy it. 






Broad diversification of contracts gives Home Life » 
agents entrée to all income groups and yields ts 


a consistently high ratio of return on their in- 
vestment of personal selling effort. 
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Comparative Financial and Operating Results of Property Companies for Year Ending 
December 31, 1951 & 1950 
STOCK FIRE AND CASUALTY COMPANIES 
ee he ses : 
| Reserve 
NAME AND for | Dividend | | Losses | Unde 
LOCATION OF Capital Total | | Special |Unassigned| Losses | Unearned Net | Paid to | Incurred writing 
COMPANY Paid | Admitted | Total Surplus | Funds | (including| Premium | Premiums | Stock- | Premiums | (Including Expenses | Profit « 
Year| Up Assets | Liabilities | Funds | Surplus | Adj.Exp.)| Reserve | Written | holders | Earned | Adj. Exp.)| Incurred | Loss 
$ $ $ $ $ $ ae ee ee ee $ $ a 
American Automobile Fire...| 1951) 1,200,000) 17,455,779| 10,648,136 5,607,642| 1,502,560) 7,933,691) 14,665,759 4573) 15,033,232] 7,843,104) 6,257,802) 932,325 
St. Louis Mo. 1950} 1,200,000) 16,075,809) 10,398,962). 4,476,848| 1,254,716] 8,301.164| 15,230,147| 42,569) 13,914,304) 6,140,121| 6,152,057| 1,622,126 
American Bonding Ins. Co...| 1951| 1,000,000} 3,458,992 619,287 1,839,705} a844,245| a2,569,405| b2,902,820 b2,811,946) b1,017,462| b1,369,841) 101,599 
Baltimore Md. 1950} 1,000,000} 3,342,835) 631,835 | 4;716,999] 752.150! a2,478,532| b2 908,260 | b2,884, 784,357) b1,519,102) 101,719 
can Druggiete Fire 1951} 750,000} 3,299,508} 668,302 200,00C 1,681,205 28,129} 404,164) 655,050, 93,925} 616,615) 186, 679} 276,959 
ti 1950} 750,000) 3,116,661; 605,002 200.000| 1,561,66C 31,628} 365,729] 599,030) 93,844) 592,861) 18,049) 137,108) 269,704 
American Fidelity Ce. 1951| 1,000,000) 4,273,35€, 2,796,071 477,285} 1,443,889] 1,183,773) 2,594,849 60,000] 2,450, 1,679,203] 972,295) — 200.910 
‘ 1,00°,00C| 3,820,392| 2,315,797 |  §04,595] 1,093,777} 1,039,512) 2,272,344 60,000! 2,189,193) 1,328,332 966,086) —6,124 
American General Ins. 1951) 1,500,000) 12,379,754| 7,299,593 4,850,161} 2,240,577| 4,568,724) 7,620,262)  210,000| 6, 4,230,571 507| —436.961 
Texas 1,500,000| 11,481,319) 5,874,386 4,106,932} 1,747,929] 3,594.57f| 5,599,257) 187,500) 5,746,469) 3,137,921) 2,181,399) 427,149 
Associated Fire & Marine _ | 1951) 250,000) 296,091 225 45,866 717 717 
Francisco Calif. 195C; 250,000) 291,242 269 40,972 een 1,057; —1,087 
Associated Indemnity 1951} 1,000,000) 21,032,996) 12,697,754 7,336,242] 10,179,235| 1,400,973| 11,762,772) 664,730] 12,066,472) 10,282,651) 2,483,593, — 699,773 
St. Louis Mo. 1950) 1,000,000) 19,609,203) 11,186,677 7,422,52€| 8,155,940} 1,704,672) 10,631,090) 1,024,207) 10,368,533) 7,018,706 991,045 
Beneficial Fire & Casualty | 1951| 425,00C| 1,072, 392,45€ 255,195 844) 163,335) 454, d7,.510| 407,016] 335,769} 131,249} —60.00! 
Los les Calif. 1950} 400,000} 'g11,075| 278.152) 132,922) 121,024) 115,372} 355,31 120,714 — 156,459 
Buckeye Casualty 1951} 1,000,000) 14,808,434 11,025,728 | 300,000} 2,479,704 4,482,672| 6,185,444] 11,985,752, 150,000) 11,085,475| 6,348,320) 4,406,747) 330,408 
Columbus Ohio 950} 1,000,00C| 12,855,714, 9,544,590; 300,000} 2,011,124) 3,485,513} 5,285,167] 10,158,743, 150,000] 9,597,955, 5,209,654) 3,748,183) 640,119 
Export Ins. Co... . . 1951/ 500,000) 2,141,375| © 626,852| 305,876 647 72| 151,534 333 ’ 550) —1 570,350 
New York City 195C} 500,000) 1,937,951) 558,662) 179, 694,582 50,198} 123,699) 369.577 300,000 466 11,581) —157,492) 473,376 
Fidel & Depest Ins. Co.. | 1951) 3,000,000) 52,552,006] 26,037,484| 2,166,000] 21,354,522) 6,600,702| 16.932,662| 18,604,732}  900,000| 16,819,276) 5,799,144) 9,431,808) 1,588,524 
Saltinare d. | 1950) 3,000,000) 49,375,224) 24,038,790! 2,213,000} 20,123,434| 6,214,298) 15,147,206) 16,582,033, 900,000) 16,966,740) 5,029,696) 9,24 "292| 2,689,752 
General Insurance... .. | 1951| 1,265,000) 72,975,927| 45,824,324 -...| 31,886,602| 4,219,416) 34,529,748] 37,845,940] 1,688,678) 33,882,488) 14,612,313) 14,741,853) 4,528,322 
Seattle Wash 1950) 1,266,000) 62,412,082) 40,110,877)... . 27,036,211) 3,703,986| 30,566,297) 32,735,382| c1,465,790| 29,361,035) 11, 12,785,071; 4,868,908 
Ins. 1951) 1,104,000) 5,891,903) 1,524,613)... 3,283,290 20,156] 1,300,213) 606,410 73,800, 507,679} 127,011) 376,334 4,334 
1950) 1,104,000) 5,548,692) 1,419,959 3,024,734 60,130] 1,206,308) 675,545 72,600| 518.910) 158,14 348,383 12,380 
IWlinois National Casualty. .| 1951} 300,000] 5,124,037] 2,544.7 1,278,296] 1,422,852) 1,914,745] 4,554,408 46,295, 4,331,385) 2,499,851) 1,575,953) 255,56! 
1 1950} 300,00) 4,676,508| 3,272,969 1,103,532) 1,309, 1,691, 4,063,541 45,988 949 20,353) 1,377,281) 469,314 
ce | , 1951) 38,000) 1,152,424) 385, 387,361 y 75 89.800, 798,230) 242, 312,695 
Louisville Ky 195¢| 000) 1,032,446] 308,458 343, 78,349 728,080} 116.800} 728,871) 206,272} 215,664) 306,935 
| | 
Jefferson Ins. Co. 1951, 50P,000) 122,256) 124,231 Z 32,226 22,688 97.689 . 3 50,752} — 17,092 
New York City 1950 1,030,171 38,71 491,454 7,179 12,545 28,058 12,513 7,931 —32,939 
ers Surety 1951) 000} 797,903 134,020) 85,250) 204,965 1,855) 102,982) 131,754 32,000, 106,769 5,388 48,082 43,299 
Topeka Kansas 195¢ 000; 774,05 107,282) 85,250} 200,666 748 ; 88,132) 000! 109,712 11,121 40,411 58,180 
eyetone Automebite 1951) 1,000,000! 12,407,700) 7,894,978| 3,007,722} 500,000} 3,302,972| 4,306,314) 7,644,128, 972,758| 7,092,565) 3, 2,371,075, 781 
ladelphia Pa. 1950} 88,000} 10,862,885| 6,444,29€| 3,143,588| 425,000) 2,369,951| 3,754,751| 6,749,843] 844,828) 6,407,562) 3,323,080 1,061,213 
Maryland Casualty... . 1951) 5,41,720|122,69°,235| 91,410,743) 5, 21,377,079) 46, 39,618,888) 75,059,202) 1,773,286) 70,845,932) 43,770,055) 28,205,208) — 1.129.330 
Baltimore Md. 1950} 5,458,452/114,93°,580| 82,577,007) 5,653,033| 21,250,08€| 41,415,070) 35,405,617) 65,757,602) 1,623,160) 61,797,226) 34,733,636) 25,069, 994 
Massachusetts Plate Glass. | 1951 z K 290,693)..... 228,046 20,000 ‘i * 22,275| 473,829) 251,126) 205,230 17,473 
Mass. | 195C} 200,000) 70?,125) 317,348 ; 185,335 24,000} 236,328 34,429] 426,837} 170,455) 185, 70.784 
National Casualty. . 1951) 1,50°,00C| 1,981,240} 8,316,610] 2,164,630 4,000,000] 3,832,153| 4,018,093| 15,209,398 225,000) 14,808,309) 10,085,935) 5,002,335) — 279.960 
Detroit Mich....... 1950} 1,500,000) 14,962,608) 7, 1,822,463] 4,009,000) 3,208, 3,617,004| 13,536,694, 225,000] 13,747,430| 8,621,633) 4,174,336] 951.459 
National Fire & Marine 1951; 150,000} 29,062 70,128)... 78,934 8,932 19,841 34,225 26,197 6.206 
Nebr. 1950} 150,000 977} 44,908)... 58,069 3,112 11,814 18,095 6,281 3,466 6,318}  —3,503 
National Service Auto 1951 760,594) 1,808, 270,584} 305,286) 125,178] 938,484) 73,863| 1,688,435) 1,092,490 210,719 
Ft. Worth, Texas 1950} 100.000} 1914717! 1,432518 50949} 221,805] 935,130] 1,542,085) 41,838} 1,070,115] 737,916) 178,772) 152.427 
National Union Ins... 1951 1,569 280 271,239 6,785} 223,917; 136 645 20,000} 128,3 35.173 10,148 
Washington, D. C. 1950) 300000} 844103; 272,753 271,350 10567, 217,651) 144.421 20,000| 116 506 21,837, 91,820 2,848 
New York 1951} 2,000,000) 17,441,284) 8,366.067| 400,000 1.432.392] 5,844,813) 5 813,153}  200,000/ 5.304,107| 2,753,721) 2,348,198) 202.188 
New York City 1950} 2,000,000) 16 458,792) 7,618,628) 400,000 1,382,855] §,335,768| 5,142,344) 200,000) 4,790,930| 2,550,871) 2,104,183) 135,876 
Northiand Ins. Co 1951) 200,000; 1,606,015; 1,098,027 207,988} 181,984) 810,888) 1,113,857 1,092,618} 608,109) 377,074) 107,435 
St. Paul, Minn 1950 1,294 985.839 109,016} 132.961) 789,649) 1,114,684 618663; 369, 305,782) —56,912 
1951; 436050) 1.595489) 734,769). 424 670 64991) 624,213) 916.816 21,803| 1,042,383} 479,010 447,994; 115,378 
Atlanta, Ga. 195C| 422.220) 1,637662) 858,484). . 356.958) 77,751] 749,779) 1,275,905 972,552) 542,647) 567, — 137.639 
Riverside Ins. 1951 644,355] 335,925 58,430 56600 274851)  460,1 345089) 221,121) 182,194) —58. 
Little Rock, Ark 1950} 250,000) 467,969) 176,218 41,752 4025} 159,790) 227. 109.364 37,547 36,015 35,801 
Carolina ins. 1951) 600,000) 3.945083) 2,105,133) 314,950) 925,000} 196609) 1,847,777) 1,568 015 49,000! 1.455245) 661,718 ,733 32,793 
Columbia, S. C 1950} 500000) 3,535 836] 1,961,578) 224,257; 850000) 167.771) 1.735007| 1,455 995 42,500| 1,277,578} 602, 648,819 26,610 
Fire & Cas. | 1951/ 500,000) 2937,204| 1,574,232 862973) 228898] 1.288216) 1,704,064 1,320,236 726,777| — 186,836 
Dallas, Texas 1950} 500,000) 2,394,865] 1,047,598 847,267) 116,778} 903,588] 1,360,789 | 762,061} 421,173) 534,791) — 193.903 
State Farm Fire & Cas. 1951| 1,000,000) 6,721,557) 3,919,262) .. 1,802,295]  20789C) 3482901) 3279672 2,860 082| 1,541,104] 1,403,522 84 533 
ington, II1. 1950) 1,000,000) 2,261, 3,492,048]... 1,769,18€| 197,403) 3,063,322) 3 234 612 2,734,127 .677| 1,368,578, = -17.472 
United Pacific Ins... . 1951| 1,000,000) 19,039,663) 14,729,663| 1,310,000 2,000,000 8.170246) § 692,685| 15.579.451, ¢212,604| 14,755.502| 9,419,782) 5,360,750) — 15.030 
Tacoma, Wash. 1950) 1,000,000) 15,593,346] 11,503,346 1,590,000) 1,500000) 4,985,787) 4.868.736) 12,501,906, 229,679) 11,375,606) 5.862207) 4.638.493) 874 905 
Western States Ins. 1951} 150,000 850 31,136 59 714 750 24 210 25.227| 26,586 6,681 3,921 15.983 
Omaha, 1950; 150,000) 216,465 28, 37,619 750} 25,568 36,566 22,904 10,353 8,064) 4,487 
MU/TUAL F I/RE AND C/ASUALTY | COMPANIES 
Abington Mutual Fire 1951 1617.698} 997,437 620 261 41,499] 911,272} 928,644) 135,536] 764,912] 274,678, 335,129) 155,106 
Abington, Mass. 1950}. . | 1,404,747} 836.518 568 228} 62390) 747.540 771,350| 111,278, 640,038, 268,684) © 233,387| 137.967 
American Mutual Fire 1951} m81.350) 684.52E| 262 340,741 16 308} 242,927) 319.055] 15.764) 279.877) 117,873 89,672 72.332 
Charleston, S. C. 1950} m77,250) 571265) 218613 275 40: 10,364} 203.749)  262,281| 14,286) 210.358 70.819 84,193 55,347 
— State Casualty 1951 | 674385) 498474) 147,000 28911) 243235) 248703) 591,478 541377; 299,895 866, = 16.617 
ilwaukee, Wis. | 195¢ | 852.579) 407.042) 136.000 953€} 203257) 198602) 466.106 435.127 221,452) 180,632 33,036 
Citizens Mutual Fire 1951 | 434,522} 197.722 125000) 111,798 12437; 177,68€| 256,211 237,764, 109.893 96,174 31.697 
Janesville, Wis. 1 | 374.852} 172.839 125,000 77,013 6.817} 159.24C} 231 821 204.638} 135.546 81,009, — 11.918 
Colonial Mutual Casualty. | 195! 441} 197.013 67.472) 126,404, 305972). | 236.548} 150.327) 136,302) —5!.08! 
Philadelphia, Pa. | 1986) | 166,927, 153,271) , 55,980| 265,539 238,893, 152,850 89,632} —3 588 
Commercial Travelers 1951... 8,480,487) 3,428,220 _.. 5,052,267, 1,767,423, 1,469,732) 5,441,253. ......... 5,363,426) 4,471,384) 1,082,841, —190.799 
N. Y. 1950 8,426,744| 3,272,459). 5,154,283, 1,699,273, 1,391,905, 5,216,474 5,131,762, 4,163,719; 921,821 46,22 
Cream City Mutual...... 1951 1,153,008, 631,939 521,069 35,306, 541,889 46,709 481,557 260,704) 243,473, — 22.520 
Milwaukee, Wis. 1950 1,101,690 580,629 521,060 35,195, 519,053 498,203 5,340 434,631 247,686, 229,281 «9 — 43.336 
Donegal Mutual Fire 1951, m100,000 1,148,406 739,191 304,215 51,488 628,331, 569,587... 521,128 180,801, 320,890 19.436 
Marietta, Pa. 1950 m100, 1,075,402, 717,649 257,753 54,396 579,872, 563,921... 470,593 185,104) 292,211 6,722 
Greate vas tn. * 1951 657,181, 352,006 ..| 305,174 11,901! 325,680 336,296...... 276,533 83,740} 151,622 9 41.172 PRC 
. Ohio 1950 561,924 310,000.........| 251,834 699, 265,917, 323,665... 264,621 190,271, 113,729, —39.579 
Farm Bureau Mutual Ins....| 1951| 3200,000, 382,781, 138,721)........ 44,060 11,209 90,309, 180,619 12,000 132,416 68,900) 22,889 40,526 The 
Little Rock, Ark. | 1950) 3200,000 270,311, 56,344 13,967 3,928, 42,106, 79,085... 36,988 14,826 | 9,809 12,353 
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‘Lige is gittin’ up Suthin 


In 1792 . . . fifteen years before Fulton’s “Clermont” sailed up the Hudson... 
Providence seafarers watched Elijah Ormsbee. sail his goose-foot paddle steam- 
boat in Narragansett Bay. Some of Fulton’s success has been attributed to 
Ormsbee’s earlier experiments which put Rhode Island at the forefront in steam Progressive Protection 
navigation development. Since 1799 

Elijah Ormsbee’s inventive genius was not confined to the steamboat. Friends 
said, “Lige was allus gittin’ up suthin’ ”. Prior to 1792 he built a steam pump to 
raise water out of deep iron mine pits. Power looms for cotton mills . . . fire 
engines . . . tools and machinery were also among his many original mechanical 
contributions to early American industry and commerce. 





A longhoat from the ship “Abigail” b Elijah Ormsbee’s first steamboat. It PROVIDENCE 
Ongo00d rom hey i 1ga1 — - rmsbees first steamboal, was WASHINGTON 


loaned to him by ship-owners Clarke & Nightingale. John Innes Clarke, head of the 
firm, was a founder and a director of the Providence Washington Insurance Company. Sndurance Company 


PROVIDENCE WASHINGTON INSURANCE COMPANY + 20 WASHINGTON PLACE, PROVIDENCE, RHODE ISLAND 
There are Providence Washington Branch Service Offices in principal cities and Agents from coast to coast. 
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eo 
E arly Returns-continued 
Reserve ' 
NAME A for Dividend Losses Under- 
LOCATION OF Losses | Unearned Net Paid to Incurred writing 
COMPANY Funds | (including| Premium | Premiums; Stock- | Premiums facoane Expenses | Profit or 
Surplus | Adj. Exp.)| Reserve | Written | holders Earned | Adj. Exp.)| Incurred 
675,542 908,233 1 131,841 : 
Fidelity Mutual Ins......... , 252,264 
a 631,812) 718,429 876,043 308,511 
Fire Co., Cty 105,306 5,563 20,008 7,177 
Easton, Pa. 95,250 23,208 39,432 — 4,999 
Florists Hail Association 9,611 175,468 50,471 
Edwardsville, I! 65,430 226,186 1,904 
Fremont Mutual Fire....... 4,000 178,295 2,585 \ 
Fremont, Mich. 4,056 160,862 24,983 | 
Mutual Ins........ 62,054 75,418 
Middletown, Md......... 74,083 46,947 
Guarantee Mutual Fire... . . 76,31 47,456 
Springfield, 6,864 
Hardware Dealers Mut. Fire 3,959,616 
Wis. 1 3,764,895 
Hardware Mutual Casualty.. 4,274,762 
Stevens Poirt, Wis. 4,707,843 
Hurst Home Ins. ......... 71,700 
Le ington, Ky. 85,766 
INinois Mutual Casualty 43,793 
a, N 97,718 ’ \ 
Indiana Lumbermens Mut.. 2,111,917 
| ie, Ind. 1,586,420 
Lititz Mutual Ins.......... 
Pa. 210,155 
Mansfield Mutual Fire...... 46,793 
Id, Ohio 20,814 
Merchants & Business Mens 1,907,953 
Pa. 1,574,933 
Merchants & Farmers M. F 85,533 
Worcester, 75,566 
Millers Mutual Fire........ = 
Ft. Worth, Texas 
Millers Mut. Ins. Assn... .. 1,210,698 
Alton, il! 1,398,364 
utual Liab. 36,737 
jinn. 61,148 
New Castle Mut. Ins........ 21,636 
21,081 
Nocak Mutual tns......... 196,757 
Fargo, N 201,830 
Ohio Mutual Ins.......... = 
Ly 0 ‘ 4,952 
ba bee Ore. 1,033,040; 528,498 
Pawtucket Mutual Fire 1 590,157 
Pawtucket, R. | 1,016,461 586,154 
Penn Charter Mut. Ins. 8,748 
Lititz, Pa. —— 18,503 
Penn Mutual Fire 370, 233,981 
West Chester, Pa. 442,172 80,914 
Penna. Millers Mut. Fire. . . 1,136,232) 685,192 
Wilkes-Barre, Pa. 1,127,867) 632,480 H 
Penna. Thresh. & Farmers. . 8,196,354 362,961 | 
Pa. 7,097,848 1,219,325 
Penna. Thresh. & Farmers. 936,429 672,1 203,011 
Harrisburg, Pa. 715,310 656,714 198,548 
Pioneer Mutual Fire........ EE 662,200;  260,778)......... 301,421) 16,900) 237,078) 442,002)... cc fece cece cece ns sccvceefecncccccncfecscseeer 
«Segre 473,344 ae 243,702;  j§§§ 401; 296,049) 402,140)... 2... fence ee ee fec eee eee c dene ee ees snler ee nreses 
Providence Mutual Fire..... 1951|.........| 2,450,778)  789,238)......... 1,670,539 125,360 52,616 
Providence, R. 1. 1950)... 2... 2,363,631, 792,322|......... 1,571,310 165,858 —28,752 pro 
Quiney Mutual Fire........ 1961]......... 1,404,258 1,014,187 risk 
a ‘Si wawaennes 1,150,226 1,006,876 
ie Mutual Fire...... 1961|......... 253,460 6 and 
Hleville, Kansas Se dannhkeds 268,867 —33,914 
Richland Muti. ins......... I cccescaieas 130,159 26,998 No! 
Mansfield, Ohie......... _ <a 97,701 42,674 
Salem Mutual Fire......... , 186,856 86,508 pro 
lem, Mase |é§ | 1960)......... 389, 195,897 — 6,443 
ia Ng a _ eerere 421,042 166,861)......... 254,181 99,109 33,449 
i cctuckie 374,992 sR 1 90,064 33,572 
’ Kansas Mutual 522,838; 191,843} 70,000) 260,996 81,002 43,496 1,573 cal 
Wellington, Kansas... ... ewe 195,770| 70,000) 252,890 80,476, 47,068, + —4,123 a 
Square Deal ins. Co........ RRP 2,718,127 SRBBIE. cccccccheccccccces 858,247 353,185: 1,145 
Des Moines 8, lowa...... 1960)........ 686,115 Wes cccccccchosccecosss 448,902 335,611 423,616 
Sun Mutual Fire........... ri ndwcaie Ps ceccesse 536,980 17,126 29,641 12, 
REE eae 115,800)......... 533,823 22,205 29,185 61 
Ti National Mutual. ... . i pecasees 1,312,520| 862,759) 80,000) 369,761 602,264) 175,535) 113,973 
Ft. Worth, Texas......... per 1,073,815 80,000 333, 330,717 1 151,796 
Upland, Mutual ins......... CR Ee siuices 393,790 140,951 97,746 4 
pease i 381,076 121,822) 100,774 6,589 
Vermont Mutual Fire....... Se 2,196,704; 1,306,833/......... 889,871 106,098; 1,139,269) 1,488,356) 238,117| 1,414,826 590,808 532,598 291,420 
Montpelier, _ sear 2,022,902! 1,228,555 75,000 719,347 111,466} 1,065,740) 1,425,119) 233,837) 1,318,726 650,418 481,560 186,748 
West Bend Mutual Fire 1951| m360,000| 1,355,927 678,300)......... 326,547 44,195 545,747 ee 420,065 210,087 175,262 34, 
West Bend, 1950| m226,000|} 1,216,571; 608,577|......... 392,994 62,490 438,635).......... 368,959) 194,530) 175,336 - 
Western Mvecsess 4,806,800; 3,045,562)......... 1,851,218 637,863 2,278,553} 3,231,106 54,821; 2,991,220) 1,369,369) 1,222,881 398,970 
Des Moines, (2.8 4,186,949; 2,768,649)......... 1,418,299 2,038,666) 2,919,236 047,645| 2,762,085) 1,303,985) 1,063,674 394,427 
Western Millers Mut, ins...| 1951)......... 2,013,579; 1,292,504)......... 721,074 138,066| 1,083,422) 1,438,845) 133,662) 1,452,100 610,002 689,417 252,681 
Din cececes . seer 1,936,525; 1,344,004)......... 178,837| 1,096,678} 1,393,442} 160,306) 1,386,601 586,235 625,500 274,866 
Wisconsin Church Muti.....| 1951) m250,000 692,981 ctnbnows 262,819 7,366 167,046 Co eee 129,736 65,282 45,573 18,872 
Merrill, Wis. 1950) m250,000 656,543 WE 6os00ce0 231,198 7,467 162,798 — Ee 108,606 42,910 38,763 28,933 
a—Premium and Claim Reserves carried by Fidelity c—Includes dividends to policyholders. n—Includes $4.856 interest on guaranty fund in 
and Deposit Co. of land. d—Dividends to policyholders. ieet and $4890 in 1000. , 
b—Reinsured by 100% by lity and Depesit Com- h—Minus perpetual deposits. 
pany of Pharylend. m—Guaranty fund. 
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How to keep grass from growing under new or unusual risks 


Agents know that quick action on underwriting Canada. Each renders valuable underwriting 
problems and the acceptance of new or unusual assistance. Each makes immediate decisions. 
risks often make the diff i : , 

: nie mrenbeie Raceway” mules hye Wouldn’t it help you to be associated with an 
and losing profitable business. That’s why they like SES ‘ P 
. “aitae > : organization that makes your job easier? Learn of 
North America’s Service Office system, which . ; , 
Ddibiies conp-tecenshh Wend Gliese eurcien the advantages of doing business with North 
. America Companies. Get in touch with the Service 


There are 42 of these Service Offices, strategi- Office Manager nearest you. If you don’t know him, 
cally located throughout the United States and write us. We’ll be happy to introduce you. 


Insurance Company of North America, founded 1792 in Independence Hall, is the old- 
est American stock fire and marine insurance company. It heads the North America 
Companies which meet the public demand for practically all types of Fire, Marine and 
Casualty insurance; Fidelity and Surety Bonds. Sold only through Agents or Brokers. 


NORTH AMERICA COMPANIES 


Insurance Company of North America 
Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 
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VERY individual whose gross in- 
come for the taxable year is $600 
or more must file an income tax return. 
This rule applies whether the individual 
is single, married, or a minor, and re- 
gardless of the number of dependents. 
Usually a husband and wife can and 
should file a joint return. The tax law 
permits married persons to split their 
income for tax purposes. The splitting 
applies to earned income, business in- 
come and investment income. 

In order to take advantage of the 
split income, married persons must 
make their returns jointly. The tax on 
such a return is twice the tax figured 
on half the taxable income. The advan- 
tage is obvious due to the graduated 
rate of taxation. Twice the tax figured 
on $10,000 is less than the tax figured 
on $20,000. 

Persons filing joint returns are con- 
sidered married for the full taxable year 
if they are husband and wife on the last 
day of the taxable year. 

The sample tax return shown here- 
with is entirely fictional and any re- 
semblance to a tax return of any living 
or dead individual is purely coinciden- 
tal. The amounts in this tax return 
were picked out of thin air, although an 
attempt has been made to keep them in 
proportion. Based on our analysis of 
the income and outgo of hundreds of 
insurance agencies, we believe that an 
insurance agent with the amount of in- 
come as shown would have approxi- 
mately the amount of expenses that are 
listed. It is our hope that this will serve 
as a guide for an insurance agent mak- 
ing up his own tax return. 

The tax return is shown on a joint 
basis as our studies show that most in- 
surance men are married. For the pur- 
pose of this return, we have again used 
the average man discussed in the Janu- 


FORM 1040-ES 
U. S. Treasury Department 
Internal Revenue Service 


HOW AN AGENT 
SHOULD FILE 
HIS INCOME TAX 


By 
Paul 
Reddy 


Managing Statistician 


ary issue who is married and has two 
children. The return is on a cash basis 
rather than on an accrual basis. In 
other words he reports only what he 
actually received and takes credit only 
for what he actually paid out. 

The individual listed in this return 
derived practically his entire income 
from commissions which amounted to 
$25,700, as shown in Schedule C. We 
believe that it would be necessary to 
have an office force of three people or 
salaries of approximately $9,400. Rent 
would probably approximate $1,800 per 
year. 

Depreciation has been set up at $500, 
the major portion of which is on an au- 
tomobile. It should be pointed out that 
for simplicity, the entire use of the au- 
tomobile has been charged to the busi- 
ness, although in most cases this would 
not hold true, as certainly a car of this 


DECLARATION OF ESTIMATED TAX 
—_ B Senay On 00 0000 


type would also be the family car and 
the entire expense would not ordinarily 
be charged to the business. Inquiry 
through reliable channels indicate that 
in agencies of this size and type, the 
customary percentage of use of the au- 
tomobile in business ranges from 80 per 
cent to 90 per cent. 

Miscellaneous expense as shown in 
Schedule I includes such items as enter- 
tainment, Christmas gifts to building 
employees and similar items not gener 
ally classified elsewhere. Of the many 
items that are included in this miscella- 
neous classification are annual publica- 
tions or text books, as are issued by 
Tue Spectator and subscription to 
such a magazine as “The Spectator.” 

State and municipal taxes as shown 
in this return could include wage taxes, 
state income tax and taxes levied by 
the various municipalities. In this case 




















OSS gible; — ERE ene mene eonr ne ENN . if any 900 | 
(Ple ev ville declaration is for a Wwoas es wife, use first names of both) 
ADDRESS «nn a en cla’” Caakaacmbat amt” 
If this declaration is not for calendar year 1952, show here ending date of your fiscal yeare...........-..-------------- ++ ----+---neeeoeo teens , 1953 
] ae 

1 Your 1951 Income Tax $ 1,376.00. , ESTIMATED Income Tax for 1952..... $...29600 00 (Cashier's Stamp) 
2. Estimated Income Tax withheld and to be withheld during entire year 1952.............. Z 
5. ESTIMATED Tax after deducting estimated tax withheld (item 1 less item 2)... .. ..| $...42900....1. 00 
4. Less Credit for 1951 overpayment if credit was elected in item 8, eoasee 

page 3, Form 1040, for 1951 ......-.-..-sceneessereneeneeesee es D ccnemensivesiperwsnel 
$. If this is an amended declaration, enter payments made on --- 

account of prior declarations for this year..........----------- 
6. Unpaid balance of ESTIMATED Tax (item 3 less the sum of items 4 | ee a | ,600 == 

(Read carefully Instruction 4)....-...-.....-.----.---- $ 400 


7. Amount paid with this declaration. 














I declare under the penalties of perjury that this declaration has been examined by me and to the best of my knowledge and belief is a true, 


correct, and complete declaration. 


Dated 
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op 19.ccoce 





(Signature of taxpayer.or agent) 





(If this is a joint declaration (not made by agent), it must be signed by both husband and wife) 
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Schedule C-a (Form 1040) 
uv. S. TREASURY DEPART MENT 
INTERNAL REVENUE SERVICE 


U. S. REPORT OF SELF-EMPLOYMENT INCOME 


1951 


(For Federal Old-Age and Survivors Insurance) 





ENTER HERE YOUR SOCIAL 
SECURITY ACCOUNT NUMBER 


ENTER BELOW, NAME AND BUSINESS ADDRESS OF SELF-EMPLOYED PERSON 











000 00 0000 
000 {00} 0000 

















(City or town, postal zone number) 





(State) 








ero 16—63758-1 


where the entire income is derived 
from the business, the internal revenue 
department has ruled that such taxes 
are chargeable against the business and 
not taken as standard deductions. 
Included in this return is a declara- 
tion of estimated tax for 1952. It should 
be pointed out that failure to file an es- 
timate or to file an estimate that is 
substantially under the actual tax, 


makes the individual liable to a pen- 
alty. It is always possible, if you have 
underestimated, to file a revised esti- 
mate at any of the quarter paying peri- 
ods. In the event you file an estimate 
based on the last year’s income, you are 
exempt from the penalty regardless of 
the increase in your income and subse- 
quently your income tax. However, in 
filing your declaration of estimated tax 


ae RECN ‘. 195.2. 


Enter total net earnings 
from self-employment 


shown on line 27 above. g...L09C 00.00. 
Enter wages shown on 

line 28 above.-__......-.-- __ Rn eae 
Enter self-employment 

income subject to tax 26 

shown on line 30 above.. $.....32200 200 


for 1952, it will be well to remember 
that late in 195] the tax rate was in- 
creased so that in filing your estimate 
for 1952, if you are using 1951 as a 
base, be sure to use the new increased 
tax rate for the full year period and not 
take the amount paid in 1951, which in- 
cludes one rate for nine months and an 
increased rate (the current rate) for 
only three months. 











WAR \:. AUTOS 


...1ST American war fatality happened in 1775 at the battle of Lexington. 
. .. 1ST American auto fatality happened in 1900 at New York. 





| er 
. ae 


The 1,000,000TH American war fatality happened in Korea.. 
The 1,000,000TH American auto fatality happened in the U.S. 


ODD COINCIDENCE? Yes, but look: Automobiles did in 51 years what it took war 
176 years to do. 


both in December 1951 


OR, IF YOU LIKE AVERAGES: Our wars have killed . 5,682 a year. 
Our cars have killed 20,000 a year. 


OR TRENDS: Auto deaths reached an all-time peak in 1941,—39,969 __ 
‘have now settled down to 36,500 in 1951,—1700 EVERY DAY! 


THESE ARE SHOCKING FIGURES. Every one of us has 


the personal duty to preach sanity in driving— 


GENERAL —and to practice what we preach. 


ACCIDENT be 
Faw and Sf “Potomac 


ASSURANCE Insurance 


CORPORATION 
ua 4 Company 















EXECUTIVE OFFICES 
GENERAL BUILDINGS 


PHILADELPHIA 
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SCHEDULE C (File with Form 1040) 1S 51 _— 
U. 8 TREASURY DEPARTMENT " 
INTERNAL REVENUE SERVICE 
SCHEDULE OF PROFIT (OR LOSS) FROM BUSINESS OR PROFESSION AND = 
COMPUTATION OF SELF-EMPLOYMENT TAX (for old-age and survivors insurance) = 
Fer calendar your 1951 or Gocal your beginning ...Uanuary 2 , 1951, and ending _.Yanuary 1 , 195.2. 
Namenich Form 1040 is fled John and Mary Jones. i. a 
er ie es i i ee 
wife having net earnings from self-employment _...JOMn. Jones tat eT eS ye 
PROFIT (OR LOSS) FROM BUSINESS OR PROFESSION a. 
(For reporting farm income, see Form 1040 Instructions) 1.1] 
State (1) nature of business..............-- NE A AA A A MTL OE NN tan Nr CneN 2PY <I NR 2. : 
(2) business I ALLL TELE 4 
(3) business address i S_* “| rs (vhuitstninieaiamiabdainbinds 5. 
Do NOT include in this schedule cost of goods with@rawn for personal 6.1 
use or deductions not connected with your business or profession —_ 
1. Total receipts from business or profession..._. Seaenabeaabumiien cad nacia aceon ees RE RIS As Ras ER ee $.255700__ 00 : 
COST OF GOODS SOLD —_ 
ile: aN I OE I I issih cic tiptoe adsteeanccnebdec siainib depen ceinpieica a _ SAREE. ee 1 ¢ 
aE Le! Dene 2. ( 
Bg I do cena cee ontdaddiacadethaciincactadocnse pecsielibunins sicke wed kkdnschseAidkakeibnaeenedmnciid Lancal patie dbadcaaians 3.1 
ER NT TT EE ET LT ERED MANET 
G. Other conte (empinin im Setouule F, Pewmm BOG) nice nnn nov ccce cen nncsncceccnse —— 
7. FU ni a ee _— 
ee | eee eee sila nicl acted deteia alicia — 
9. Net cost of goods sold (line 7 less line 8)...............- Pe er are en eR Oe Le ae ee EN a An erces 
30. Gross profit (line 1 less line 9)...........22.22.-2-cccscecnecesenceeeeeeee vielen deena taelidiitiidit iain ... .| $292790_}.00. sm 
Grien Business DEDUCTIONS os pee Cl ili (‘<é‘ié‘icz“a‘CC 
a, a Ne I a Gch win hens chactrecascenccsuescteenbes $:..23000_.|.00_ 1.” 
Be. nr A AS frees nnnchichscinenskenninetesschibonspbesstivithindinpinabasbtiscsamunsdaceneans 1,800 00. . ) 
13. Interest on business indebtedness....................--....---.---cesc--eececeeceeecceecnceeeeeeee are SSAC eS Were — 
OT EET TILED, LAID, OLE ag 
ee ee EL, Se ee 1. 1 
16. Depreciation and obsolescence (explain in Schedule H, Form 1040).............-.----........]-..--2--.. 590 00. 2. ( 
17. Repairs (explain in Schedule I, Form 1040)._......._.-- sstieahcibenatia a gighhneindagedinstindsoteuncciiestinndd ncaa i nagialanianbantibiesediie Eiaionine — 
18. Depletion of mines, oil and gas wells, timber, etc. (submit schedule).....................-...-]-...--.-..-.------ |e — 
19. Amortization of emergency facilities (attach statement)...............--.-.---...2222222222...---|-2- nee a Sen —— 
20. Other business expenses (explain in Schedule I, Form 1040)...............2....-.- eouseasies f1,900 90 ‘ 
21. pg 8 ee ae ee ee ee hintaan saritbhabahadleeiitaalabia ce 15,700 | 00 -_ 
22. Net profit (or loss) before losses of business property (line 10 less line 21)__................_......-....-.............] $773 sexe Oo . 4 
23. Less: Losses of business property (attach statement).....................-.---------eeeeeeeeceeeeeeceeeeeececeeeeececeeeeee|eeeeee—_—_|—_ eo 
24. Net profit (or loss) (line 22 less line 23). _ Enter here and on line 1, Schedule C Summary, page 2, Form 1040 __. 3 LO, 000. 00 -_ 
COMPUTATION OF SELF-EMPLOYMENT TAX (See Instructions on other side) - 
- ———————— _ 
25- Net earnings (or loss) from self-employment included in line 22, above ..........-.-..------ $.10,000 | 00 te : 
26. Net earnings (or loss) from self-employment from partnerships, joint ventures, etc. 7 
(from column 10, Schedule K, page 4, Form 1065)-.............2222222222.222.- STEREO ; - 
27. Total net earnings (or loss) from self-employment (lines 25 and 26)..........2.-.2- 2... --- oe -een ee neeee ene eeececeeceee 3 10,000 - 00 +. 
(If total of net earnings is under $400, do not make any entries below) ; 
28. Wages paid to vou dyring the taxable year which were subject to withholding for old-age and survivors a 
iI hid cisecais aiceslineg nih chad genic ead -d d haloeabidesinmependaaiendanmienneestbahineesawemnagaindadnntadaaainesessabeaadbaedchabnnsecossan 
29. Ia cab pibeteabaduebticamensaienbemesibaibaupeunes g aw aad 
30. Self-employment income subject to tax: = 
If line 29 is (a) not over $3,600, enter amount shown on line 27.__................2.22222-2-------2-------- 2.600 | 00 — 
oii 5 EE hen Rie 
(6) over $3,600, enter amount equal to excess of $3,600 over wages shown on line i 
28. If amount on line 28 is $3,600 or more, enter ‘‘none’’..............-....-....-.- _ 
31. Self-employment tax—2\ percent of amount shown on line 30. Enter tax here and as item 5(B), page 1, 81 | OO Ent 
orm lO Uh sesnsiccsntsssainisscorsectvencsecbecsebsestervacesssnchtsthnesbasssettuassouseeesanotenepesenissensienenpeeseusenmsesnnin ee te ae R 
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Schedule A—INCOME FROM DIVIDENDS Page 2 




































































































































































































































































































































































"Hama of corperation declaring dividesd ~~ Amount I Name of corporation declaring dividend ‘Amount 
XYZ CO., Ince $....1100 | $ 
EERE DLEEEAE, PR | 
eel al | Enter total here => |¢ 4,00 00 
Schedule B.—INCOME FROM INTEREST 
Name of payer Amouat Name of payer Amount 
- We we Govt. $ “ER atoll $. 
-_ Securities 300 00 
“= ve se me Enter total here => 300 00 
Schedule C Summary.—PROFIT (OR LOSS) FROM BUSINESS OR PROFESSION, FARMING, AND PARTNERSHIP | | 
1. Business profit (or loss) from separate Schedule C, line 24..............4.. $10,000 |_00 
2. Farm profit (or loss) from separate schedule, Form 1040F.................. 
3. Partnership, etc., profit (or loss) from Form 1065, Schedule J, Column 10... 
4, ee OR Bek vind cn ck ccksasibede kieeeseedsedcen ; de ae aa $ 
5. Less: Net operating loss deduction (attach statement)............ 
i, Bie meee Cae Bd Ce Fe iii iin a conc srcctepuinsncacsnvscsrcesidscepiensanennan 10,000 __00 
Schedule D.—NET GAIN OR LOSS FROM SALES OR EXCHANGES OF CAPITAL ASSETS, ETC. guste 
1. From sale or exchange of capital assets (from separate Schedule D) ............. cece cece eee s |ecccceecceeeececeeeeee| enone 
2. From sale or exchange of property other than capital assets (from separate Schedule D)...... SE 
Schedule E.—INCOME FROM ANNUITIES OR PENSIONS 
1. Cost of annuity (amount you paid). .|$-..........-].-.-- 4. Amount received this year. . |$_....-..-.}_.... 
2. Cost received tax-free in past years. .|_____|_| 5. Excess of line 4 over line 3. . |__|. 
3. Remainder of cost (line 1 less 6. Enter line 5, or 3 percent of line 1, which- dasa 
a) ee ~~ a oe ever is greater (but not more than line 4). .|_........-....--.--.-]__... 
Schedule F.—INCOME FROM RENTS AND ROYALTIES 
L. Kied and location of property —— a Lae a ‘Sa 
$ 7 ‘Ses $ “ERE Te 
3, RRO ORO es ae a oe oe we 
2. Net profit Cor loss) (column 2 less sum of columns 3, 4, and 5)........ccceececcce cece ce cee fecceeececeereceeeeeeee| once 
Schedule G.—INCOME FROM ESTATES AND TRUSTS AND OTHER SOURCES 
1. Estate or trust any ca anes; RR 
2. Other sources (state nature)...... a ey 
Enter total here => gata 
Total income (or loss) from above sources (Enter here and as item 3, page 1).............. $10,700 °|00 
Schedule H.—EXPLANATION OF DEDUCTION FOR DEPRECIATION CLAIMED IN SEPARATE SCHEDULE C AND SCHEDULE F 
M Shieh conctoclod) Ecieds ined and ether” 2 Date 2. Cost or other batts | towed or alnwabie) | ‘other basitte ben ptt. t to berlaning Ae. 
nondepreciable property or ‘ In prior years recovered depreciation of year 
~ Chevrolet Sedan 1950 |, 2000 | O 200 (00 |s1,500 | 005 yrse| Us yrs 400 |00 
Office Furniture aU 1 Pele wen Et e ° 
aes, and Fixtures ~~ various 1000 -|--6 r-—--00- 660 1O-yrss\--O- yrs: 1007 |00 
‘Aina Ne Rs See Me SheNNEE oC 500 | 00 
a Schedule 1.—EXPLANATION OF LINES 6, 17, AND 20, SEPARATE SCHEDULE C AND COLUMNS 4 AND S OF SCHEDULE F 
Come ve. Explanation Amount Coton We Explanation Amount 
| _Oftice oupplies an 300 UU 20 |Antomobile Expense ¢ 500 00 
20 | Telephone 750 {00 20 | Legal & Auditing 300 |00 
...20__ | Postage 300... |00 & Wise 2aneous SCORE Vs re 
20 | Insurance _|_....200_ |00 Se Efe 3 Ree ana eR 
= | Advertising |-500__ ||| BO | "Statere Minicipal tax OO. 
Schedule J.—EXEMPTIONS FOR CLOSE RELATIVES—(See Instructions) $4000 OO 
3. Die t during 1951— 4 If answer to either 3(b) or 3(¢) Is “No” 
1. Wome Ky o centers whee m. tive 2 tctentty Po —- ng 7: one _= spent for dependent 's support 
q : eect | “ea | nase eter Sie 
i eijplitallndsldanines at $ $ 
Enter here and as item 1D, page 1, the number of close relatives claimed above .........2...cccececeeces ee 
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ITEMIZED DEDUCTIONS—FOR PERSONS NOT USING TAX TABLE ON PAGE 4 OR STANDARD DEDUCTION ON LINE 2 BELOW— Pace 3 
If Husband and Wife (Not Legally Separated) File Separate Returns and One Itemizes Deductions, the Other Must Also Itemize 
State to whom pald. Mt more space Is needed, altach addilonal sheels 
Relipious C Contributions: < 00 00 
Contributions apanttable & Social Contributions "300 00 
Allowable Contributions (not in excess of 15 percent of item 4, page 1).......| $..--.-.. 700 |. 00 
X Y Z Mortgage Co.(‘Mortgaze on Residence) s...600 100. 
Interest = 
OTT TT rr TT TTT saia 600 {00 
Tax on Residence 3400 po. 
hess Tags & Drivers License ll po 
Entertainment & Liquor Tax 89 
EE eee saad 500 |00 
eens en Se 
ee ee 
Si ase ao ee ee 
a a garnet OER GIR Aa ARR RIE SOene ee ae x at, 
y Total Allowable Losses (not compensated by insurance or otherwise). .... Te? re ce ae 
IRE SS ae Gn NSAP eee ne ie ee een er eee EEE BSC 
IRR SEI AT Ee CN Ses Mae 
expenses 
ee ee ee ae Ce ae wy or ate a ee 
Reem ae carga REP ERE NA IRENE NE ERNE” Cathie aaa 
Net Expenses (not compensated by insurance or otherwise)....... es Se 
Enter 5 percent of item 4, page 1, and subtract from Net Expenses. — 
Allowable Medical and Dental Expenses. See Instructions for limitation... ..|__...........-.---~.|--.-. 
BE 1 ccsenentenarsensntensennensennintuneascenmetsintinnsneantaemNsieeenetennnisemRaRentsieabeeeneen ee See 
IRE TN Se SER L OER (EET sae 
(See ale RS EI TE, OO E! he 
ES SRE EARS nner ar 
Total Miscellamcous Deductions. ..........ccccccccccccccccscsccccccscceces = 
PE MIs on cc vecncececcesnitcsnssessesvenasssccensseseessesnoens $ 1,800 {00 
TAX COMPUTATION FOR CALENDAR YEAR 1951 (For Other Taxable Years Attach Form 1040FY) 
1. Enter amount shown in item 4, page 1. This is your Adjusted Gross Income.............-- $..192/00  |.00 
2. If deductions are itemized above, enter total of such deductions. If deductions are not itemized 
and line 1, above, is $5,000 or more: (a) married persons filing separately enter $500, (4) all 1.800 |00 
others enter 10 percent of line 1, but not more than $1,000.............. cece eee ee eeees * bend 
3. Subtract line 2 from line 1. Enter the difference here. This is your Net Income............-. $....8 +700 Leselsd 00 
4. Multiply $600 by total number of exemptions claimed in item 1E, page 1. Enter total here. 2,400 | 00 
5. Subtract line 4 from line 3. Enter difference here. (If line 1 includes partially tax-exempt 6 
Oe re IE $. 2500 = 
6. Mf line 5 ts not more than $2,000—Enter 20.4 percent of amount on line 5 and disregard lines 7, 8, and 9. elaine 
ee Ne OO nn oon kcnenvenessncceceneeyngnesensthesensseteseess $ —_ 
y A If line 5 1s more than $2,000 and you are a single person or a married person filing separately—Use tax rates on last page 
of instructions to figure tax on amount on line 5. This is your normal tax and surtax...... $ = 
8. If line 5 Is more than $2,000 and you are filing a joint return— 
(4) Enter here one-half of the amount of line 5............2cceeeeeeeeeeees $..322 30 DO 
(6) Usetaxrates on last page of instructions to figure tax on amount on line 8 (4) . 688 po 
(¢) Multiply amount on line 8 (6) by 2. This is your normal tax and surtax................--. ca 1,376 {00 
9. If alternative tax computation is made, enter here tax on back of separate Schedule D......... < — 
Disregard lines 10, 11, and 12, and copy on line 13 the same figure you entered on line 6, 7, 8 (c), or 9, unless you used Itemized deductions 
10. Enter here any income tax payments to a foreign country or U. S. possession 
Ns ices dpa otk eee badd eteaheibenesaneaenen ante’ $ 
11. Enter here any income tax paid at source on tax-free covenant bond interest . . 
12. Add the figures on lines 10 and 11 and enter the total here ............ ccc eee e eee eeeees $ — 
13. Subtract line 12 from line 6, 7, 8 (¢), or 9. Enter ditference here and as item 5 (A), page 1. 1.376 oo 
TT <c-scnsinvatri ths iicndedeeRbse edi hh chase 6eenhenescebbebesanebethenees $ 937 
16—65304-1 
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‘ A Tell your clien 
" on = aANa 
a 
00 
00 

There’s a load of sales ammunition for you in Your local Fire Association-Reliance Field Man 
00 news headlines like this. Higher ceilings mean can help you in a number of ways. Ask him about 
50 higher prices, and with almost every kind of in- our new blotter, designed to carry your own im- 
aYel surable property still increasing in replacement print, which gives specific facts and figures on the 
20 property & P pe & 
— cost, insurance limits that were safe a few years higher costs of home construction. It makes an 
a ago can be downright dangerous today. excellent way to prove to your prospects that in- 

Point that out to your clients every chance you creased values require increased insurance pro- 

az get. It applies to almost every client you have. It tection — and that you are the man to provide it. 

applies to almost every type of insurance you Head Offices: 401 Walnut St., Philadeiphia 6, 
im write. And it represents profitable extra business Penna. Branches in Atlanta, Chicago, Dallas, New 

you can often pick up comparatively easy by look- York, San Francisco, Toronto, Claims and Settling 

ing through your files. Agents throughout the world. 
10 
| Fire Associati 

) Vire Association 
Nee SINCE 1817 ’ 
: rane |i] Rel 
, tees CHANCE 
= INSURANCE COMPANIES OF PHILADELPHIA 
THE SPECTATOR, February, 1952—43 








HE word deductible in its applica- 

tion to insurance has come to he 
familiar not only to people in the busi- 
ness, but to the public at large. The 
average motorist knows that if he has a 
$50 deductible collision coverage on his 
car and he suffers a loss his insuring 
company will pay for all his damages 
over the initial $50. 

Within the business, there has been a 
strong effort to put into effect a similar 
deductible clause for extended cover- 
age in an effort to eliminate the great 
numbers of small, expensive (in rela- 
tion to their amount) insurance claims 
that often follow a windstorm. 


Small Claims 


The principle involved is simple. 
Companies do not object to paying 
small claims, whether windstorm, auto- 
mobile or any other, except that it often 
costs as much to settle a claim for $5 
as one for $500. Charges for bookkeep- 
ing and claims investigation may be 
exactly the same. Thirty or forty dol- 
lars might not be much for a company 
to spend to settle a $500 claim, but it 
seems ridiculous to have to spend a like 
amount on a $5 claim. 

Therefore the elimination of small 
claims enables the company to save a 
considerable amount on its expenses, a 
saving which is passed on to a policy- 
holder in the form of a reduced rate. 

In theory and practice then, what 
happens is this: the policyholder self- 
insures the first $50 (or $25, or $100) 
of his risk at a substantial reduction in 
premuim. 

On a much larger scale this same 
principle has been applied to large 
risks. A large manufacturing company 
with buildings valued at $1,000,000 
might feel that it could, without impair- 
ing its finances, self-insure $50,000 (or 
$100,000, or $250,000) of its risk. It 
might decide to do so and to purchase 
excess coverage from a commercial in- 
surance carrier for the remainder of 
the amount. The premium on this ex- 
cess insurance would be less, of course, 
than coverage for the full $1,000,000. 

Until recently excess coverage of 
this type was available only in the 
foreign insurance market. However, in 
July of 1950 Chubb & Son offered a 
plan providing this coverage. This move 
touched off a great deal of discussion 
on the wisdom of such a move, and the 
fire insurance business found itself of 
two minds on the subject. 

While much of the extreme tempera- 
ture that had been generated by the 
Chubb plan of marketing a deductible 
fire coverage has dropped to below 
boiling point, the issue is still one that 
provokes considerable warmth. Taking 
advantage of the presently less charged 
atmosphere THE Spectator has _at- 
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what 


about 
deductibles? 


tempted to marshal the points pro and 
con and to present objectively both 
views. 


The Spokesmen 


This analysis is drawn largely from 
the public utterances of three men. 
Two of them, J. C. Hullett, vice- 
president of the Hartford Fire In- 
surance Company, and Arthur M. 
O’Connell, a Cincinnati agent who is 
chairman of the property insurance 
committee of the National Association 
of Insurance Agents, are on record as 
strongly opposed to the offering of de- 
ductibles. The third, F. W. Wrenn. 
manager of the fire department of 
Chubb & Son, has been the most con- 
sistent defender of his company’s plan. 

There are six questions that arise on 
the subject of fire insurance deduc- 
tibles: 

1. What is the effect on the struc- 
ture? 

2. Will a trend develop to apply de- 
ductibles throughout fire insurance and 
other segments of the business? 

3. What is the effect on the agency 
system ? 

4. Are deductibles unfairly discrim- 
inatory? 

5. Does the large deductible encour- 
age self-insurance? 

6. Does it discourage loss-prevention 
efforts? 


Why the Problem? 


Before taking up these points, it 
should be noted that there seems to be 
general agreement that the idea of 
offering deductibles in the American 
market grew out of a desire to make 
available to American industry a form 
of coverage that up to then had to a 
wide extent been handled by foreign 


insurers, many of them non-admitted. 
In this connection, some with a diabolic 
desire to hurl his opponent on to the 
harpoon-point of a logical conclusion 
have asked in effect, “Well, if every 
time a foreign idea takes some business 
away from us, we must adopt that idea. 
then pretty soon we'll be throwing out 
the window state regulation and the 
agency system, and adopting a great 
many other things that have been built 
up over here apparently because they 
served a good purpose and still do. . . . 
If you want to sacrifice principle to 
expediency, why not say so and stop 
deceiving yourselves and others?” 

Well, that seems a bit hard on the 
proponents of deductibles. At least it 
can be said they are not yielding what 
they regard as their principles, judged 
by their own arguments, the principles 
of the insurance business. 

The foreign competition may have 
been the occasion for developing de- 
ductibles. It does not follow—even if 
the idea were some day shown to be a 
wrong one—that the need was not a 
legitimate one which some believe can 
be met as well in this market as else- 
where 


Now, to proceed to the argument: 


1. What will be the effect on the 
rate structure? 


Opponents of Deductibles: If in- 
sureds are allowed to select their own 
full-coverage or deductible and choose 
the amount of the deductible according 
to their own evaluation of loss possibil- 
ities, the rate structure that has been 
built up on principles of sharing of 
risk within the same class, will collapse 
around our ears. 

Furthermore, there is no lessening of 
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expense except on a pure loss dollar 
basis, and a further reduction of that 
share of premiums contributing to gen- 
eral expense would end in sapping re- 
serve strength. 

The fire deductible, unlike the auto- 
mobile collision deductible, is not based 
on elimination of large numbers of 
small claims with high adjustment ex- 
pense against which almost no premium 


can offset anti-selection. On the con- 
trary, claims coming within the deduc- 
tible amounts are paid at a reasonable 


cost; rating laws provide for long- 
range results that take into considera- 
tion probable losses, expenses and a 
margin for operating profit. The min- 
ute rates are reduced empirically for 
deductible coverage—for there is no 
scientific basis for these reductions— 
you lose this long-range margin of 
safety. 

Proponents: In the first place, while 

i) 





deductible rating is judgment rating 
and will remain so until more experi- 
ence will have been accumulated, it 
does not thereby automatically become 
unsound rating or without any credible 
rating foundation. Loss figures taken 
from authoritative sources—the Na- 
tional Board of Fire Underwriters, for 
example—were used as a basis for de- 
termining what rate credit might be 
allowed in view of percentage of losses 
eliminated and in relation to the value 
of the property. 

Credits use the fundamental structure 
of the fire business as their point of de- 
parture—the published schedule rates 
and the charges and credits for con- 
struction, occupancy, exposure, and so 
on. Rates are at a level that cover not 
only losses but expenses, taxes and 
profit. 

“In our search for information,” says 
Mr. Wrenn, “we found . . . that 40 per 


cent of the aggregate amount of losses 
involved claims of less than $5,000; 64 
per cent of the total were claims of less 


than $5,000.” 
2. Will it spread? 


Opponents: “Is there anyone who 
seriously believes that if a $5,000 de- 
ductible plan finds general acceptance, 
a $4,000 plan will not appear—-a 
$3,000, $1,000, $500, $100?” asks Mr. 
O’Connell. After all, he continues, a 
$500 deductible would eliminate 70 to 
80 per cent of losses, and you would be 
able to reduce your premium still 
further. 

Mr. Hullett pursues this argument 
further, saying “large” is a relative 
term, and it is inevitable that many 
insureds who might regard $5,000 as 
too high a deductible could easily bear 
up to $500 of a loss. To them $500 
would be “large,” and they would re- 
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gard themselves as “large” accounts in 
relation to many accounts who would 
feel unable to take even this size loss 
themselves. 

Proponents: Such a result will not 
follow because (a) policyholders gen- 
erally want full coverage, as shown by 
the fact that even where deductibles 
solely to eliminate nuisance claims may 
be removed by payment of more pre- 
mium, many accept the additional 
charge; and (b) its attractiveness 
exists only where the difference in cost 
between full insurance and deductible 
warrants the additional risk assumed 
by the insured. 

If a $5,000 deductible has a 15 per 
cent credit, and if it were reduced to 
$1.000, “the credit would be consider- 
ably less. Small deductble would be 
worth small credits, and would 
have little or no appeal to an insured. 
. . . We have every reason to believe 
that its principal appeal will be to 
high-valued properties where it is offset 
by substantial premium savings.” 


3. What will be the effect on 
the agents? 


Opponents: Not only would exten- 
sion of the system of deductibles result 
in seriously reducing the usefulness of 
the agent, but the cut-throat competi- 
tion would mean the survival of only 
those agencies large enough and finan- 
cially strong enough to stand the gaff. 
In the end, according to Mr. Hullett, it 
would “eventually take the company 
and the agents out of the insurance 
business . . .” 

Proponents: On the assumption that 
the demand for fire deductibles by the 
larger insureds is one which would be 
satisfied in the foreign market if it is 
not here, proponents say deductibles 
actually bring new business to agents 
—and, in fact, result in giving agents 
outside the big cities opportunities 
hitherto shared only by large city 
brokers. 

Mr. Wrenn assures the agents that 
“If anything, any additional complexity 
of the business makes his assistance 
more necessary and his advice more 
valuable. The general availability of the 
plan strengthens every agent’s capacity 
to protect his business.” 


4. Are they discriminatory? 


Opponents of deductibles say they 
are, because they “restrict such privi- 
lege to the upper echelon,” according 
to Mr. O’Connell, who goes on to say 
that it would be “political suicide on 
the part of any official who attempted 
to preserve these artificial barriers.” 

There is no final answer to this 
charge as yet because, so far as is 
known, the deductible plan has no- 
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where been tested in the courts. How- 
ever, a number of state insurance 
commissioners—22, according to Mr. 
O’Connell’s admission—have approved 
the plan. 


5. Self-Insurance 


Opponents argue that fire deductibles 
encourage self-insurance. 

Proponents: Such fears are ground- 
less. The experience of Chubb & Son, 
for example, is that in something over 
a year of experience with the new plan 
during which time more than $1,400,- 
000 in premiums on this class of busi- 
ness had been written, 80 per cent of 
this volume already had been self- 
insured. 

They state that without the plan this 
business would not have been devel- 
oped at all, so that in fact the deduc- 
tible plan volume represents new busi- 
ness gained and none lost. Mr. Wrenn 
cites the Standard Oil of Indiana, not 
a Chubb account, with a $750,000 an- 
nual volume and a $500,000 deductible, 
as an illustration of the significance of 
the deductible in producing new 
volume. 

The plan appeals to self-insurers be- 
cause it protects them “from excessive 
liability subject to a single loss. An 
insured with many locations finds sup- 
port in the law of averages for a self- 
insurance program but if his distribu- 
tion of risk will support losses of, say, 
$5,000 or $10,000, then any intelli- 
gently planned program must seek pro- 
tection where values may rise to hun- 
dreds of thousands of dollars. Our pro- 
gram provides this protection . . .,” 
contends Mr. Wrenn of Chubb & Son. 

Mr. Wrenn also points to history to 
show that no such result followed 
when deductibles were previously used 
in the marine and casualty field. He 
also cited a business interruption de- 
ductible on a mining risk that has 
been in effect for 25 years; a state 
government in the mid-west that has 
long carried a deductible; and a New 
England shoe factory that adopted a 
$15,000 deductible. These were writ- 
ten in th tariff market, but many others, 
Mr. Wrenn says, have long been writ- 
ten in the non-admitted market. 


6. Loss Prevention? 


Opponents: Why should a business 
that has just had dumped in its lap a 
saving of perhaps thousands of dollars 
and, besides, been assured that a catas- 
trophe loss will be fully covered, pro- 
ceed to spend what it has just saved in 
expensive loss prevention work? 

Proponents: The deductible is a 
strong incentive to loss prevention, for 
neglect about good house-keeping that 
results in a loss will mean that the loss 
must be absorbed by the insured. Some 


insureds state that they could not 
maintain their self-insurance program 
unless they also maintained a system 
of inspection and loss prevention. 

The maintenance of loss prevention 
activities is further assured under the 
Chubb plan which contains a warranty 
in the policy contract to the following 
effect: 

“It is a condition of this policy 
that the deductible specified 
above of $ shall be 
solely at the risk of the insured 
and shall not be covered under 
any other policy of insurance.” 


Summary 


The view of those who oppose pres- 
ent fire deductibles may be summarized 
in Mr. O’Connell’s words: 

“The insurance industry is not obli- 
gated to encourange any movement 
which may weaken its basic structure 
even if public support . . . exists or is 
alleged to exist. On the contrary, any 
such movement must be vigorously con- 
tested. . . . The theory of deductible 
fire insurance . . . must be projected to 
include every eligible risk before it can 
be recognized as an improvement upon 
current underwriting practices .. .” 


Advocates of the deductible, on the 
other hand, conclude their argument 
as follows, in the words of Mr. Wrenn, 
commenting on the charge that the de- 
ductible program will upset the statis- 
tics on which the rate-level is based: 

as the deductible plan contem- 
plates a credit from the established 
tariff rate which was developed from 
all the basic rates and charges and 
credits for variations from standard 
and ... such a credit was determined 
on the basis of its anticipated effect on 
the probable extent of loss to the risk 
to which it applies. 

“. . . What happens to the statistics 
in connection with a risk in which a 
firewall is constructed, thereby reduc- 
ing the rate? The answer is—nothing 
at all. No statistics are kept to deter- 
mine whether or not the amount of the 
credit for such improvement was war- 
ranted. . . . All these conditions 
(watchman, fire pails, automatic alarms, 
etc.) contain variations in the rates 
based on judgment and are not con- 
sidered as unfavorable affecting the 
statistics now used... 

“ . . We strongly feel that when 
there is a reasonable public demand, it 
is entirely proper for companies. . . to 
endeavor to meet that demand with a 
well thought-out program. We believe 
that any deductible insurance plan 
should be entirely optional to enable 
the insured to establish his program of 
insurance in the manner best suited to 
his own individual needs.” 
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practically every kind. 
Protecting their value—surely and soundly 
—is the Marine Office of America’s business. 
Through national advertising we’re carrying 
this message to shippers, importers, exporters, 
freight forwarders, manufacturers, and others. 
Contact those in your area. You’ll find 
Ocean Cargo Insurance profitable 
and easy to handle. 
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New York Reports On: 


THE UNINSURED MOTORIST 


A heaping up of events in front of our very noses has turned 
the public's eye once again to the social problem posed by 
highway tragedies. 37,500 highway deaths in 1951 (fourth 
highest year) . . . increasing accident frequency . . . possible 
record insurance loss ratios . .. new rate increases, including 
excess limits raises . . . a resulting tightening of the market 
in some states . . . all these factors have caused a vocal 
public, legislators, judges, the insurance industry and adminis- 
trative officials to reexamine not only our traffic safety 
techniques but also our machinery for providing financial 


relief for automobile victims. 


In New York State, besides a continuing study by the insur- 
ance business, there has just been released a report to the 
superintendent of insurance by two members of the depart- 
ment's staff, Deputy Superintendent George H. Kline and 
Special Assistant Carl O. Pearson. What follows is a digest 
of that Report, dated November 15, 1951. Our editorial 


comment is on page 10. 


HE Report, entitled “The Problem 
of the Uninsured Motorist,” has 
confined itself to insurance aspects of 
the problem, does not discuss ways of 
preventing or reducing accidents. 
Statistically the problem is consid- 
ered as a New York State question. In 
1950 there were 104,629 accidents in- 
volving bodily injuries totaling 1996 
killed and 147,245 injured. Property 
damage accidents agreegated 211,505 
amounting to $72,677,731 of damage. 
The balance of the section devoted 
to “The Problem” details the lack of 
creditable data on numbers of individu- 
als “who remain unrecompensed each 
year because of the failure of the neg- 
ligent motorist to have insurance. . . .” 


Estimated Losses 


Since records on this score are in- 
adequate—due, in part, to the fact that 
allowance must be made for failure of 
some uninsured motorists to comply 
with reporting requirements and for 
failure of some motorists to renew pol- 
icies—the staff projected insurer loss 
figures upon an assumption of per cent 
of motorists insured. Assuming 90 per 
cent of motorists to be insured, the un- 
insured social loss in 1950 for bodily 
injuries is estimated at $10,000,000; for 
property damage, at $3,400,000. Pro- 
jected for 1952, it would come to a com- 
bined total of about $14.500,000. 
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History 


The next section of the Report strikes 
the highspots of previous investigations 
in Massachusetts, New York, Britain 
and New Zealand. In New York State 
a Columbia University study, 1932, 
proposed a compulsory insurance sys- 
tem with the motorist held to strict le- 
gal accounting . . . a proposal by for- 
mer Superintendent Louis A. Pink 
advocated compulsory insurance but 
left the matter of legal liability in sta- 
tus quo .. . a Joint Legislative Com- 
mittee in 1936 and 1937 came to no 
definite conclusions . . . Superintendent 
Pink’s plan was defeated in 1941... 
in 1951 the legislature passed laws re- 
quiring basic limits for public vehicles 
for hire, requiring minors to carry in- 
surance, and increasing limits consid- 
ered satisfactory under the state’s 
Safety Responsibility Law. 


Voluntary Way 


This section appraises some of the 
arguments in favor of safety responsi- 
bility laws as well as the unsatisfied 
judgment fund and impounding acts 
which are offered as means to air-tight 
those laws against evaders and the 
financially irresponsible. 

Reviewing the arguments back in 
1930 for financial responsibility and 


safety responsibility acts, the Report 
points out that then it was believed 
such laws were “designed to reach the 
small minority of reckless and irrespon- 
sible” drivers, while today it seems that 
it is just this group which the law does 
not reach. 

“Reading between the lines,” the Re- 
port remarks, referring to the objec- 
tives as defined in an American Auto- 
mobile Association Committee memo, 
“.. . is the covert thought that the 
practical result of the legislation would 
be to force at least some of the people 
into carrying insurance. Strangely 
enough, after twenty years, the oppo- 
site theory is now being voiced,” name- 
ly, that the law “ ‘induces the great ma- 
jority of automobile owners and oper- 
ators to insure.’” 

The Report implies an agreement 
that a “one-bite” law does not accom- 
plish the objective of compelling the 
financially irresponsible to carry insur- 
ance. It goes on to show, partly through 
citing letters to the department, that 
some suits are dropped or settled for 
only nominal sums because there was 
no chance of collecting. It shows that 
3500 suspensions of license were non- 
enforceable in 1950 because there had 
been no operator’s license in the first 
place or the owner had moved out of 
the jurisdiction. While considerable 
sums had been deposited as security, 
they nowhere equaled the $14,500,000 
estimated to be required (above) for 
damage caused by uninsured motorists. 

Next, the Report discusses unsatis- 
fied judgment funds, whose objective is 
stated as being to “establish a sum of 
money, which to date in every instance 
has been held by the state as trustee, 
from which judgment creditors in ac- 
tions arising out of motor vehicle acci- 
dents, who have exhausted their reme- 
dies against judgment debtors, may be 
reimbursed.” Such a bill was before 
the 1950 session of the New York State 
legislature (Int. 2171, Senator Hults). 

The Report considers these possible 
objections to unsatisfied judgment 
funds: 


1. The equity of taxing all motorists 
for the establishment of such a fund, 
because of the irresponsibility of a few. 
is subject to doubt. 

2. Such a fund would be in a poor 
position to defend against fraudulent 
claims because of lapse of time, scat- 
tered witnesses, possible conspiracy to 
defraud, lack of opportunity to effect 
settlements. 

3. The fund might result in many 
dropping their insurance, since, they 
would figure, the unsatisfied judgment 
fund would compensate victims anyway. 

4. Existence of the fund might cause 
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a demand for state insurance rather 
than the fund. 

5. If it were argued that only the few 
not carrying insurance should be taxed 
for the fund, then, with administrative 
costs added, the tax would approximate 
the cost of insurance and “the state 
would be in the instance business.” 

The insurance department staff then 
discusses impounding acts as measures 
to induce motorists to insure. Criticiz- 
ing such acts the Report states that im- 
poundment ceases when proof of satis- 
faction of claims and financial respon- 
sibility in the future are given or if 
neither of these is given and there is 


no action of damages within six months 
(as in British Columbia). Also, it 
notes, forced sale would seldom satisfy 
a “normal bodily injury verdict.” 

Even in British Columbia and Mani- 
toba which have such laws, five per cent 
of motorists remain uninsured. 

The Report concludes that both these 
devices “might minimize the extent of 
the problem”; but the unsatisfied judg- 
ment fund would be at the expense of 
those already carrying insurance; that 
even impounding laws would leave a 
“hard core of irresponsible people who 
would never insure under any volun- 
tary plans.” 
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“Whether this number would present 
a social problem necessitating a solv. 
tion is a non-insurance question—one 
which cannot be solved within the scope 
of this monograph.” 


Compulsory Insurance 


Part IV of the Report remarks that 
compulsory insurance may be either on 
the basis of our present legal liability 
philosophy or could be on the basis of 
“strictly liability,” or even on “some 
hybrid basis.” It goes on to say that the 
argument of opponents of compulsory 
insurance (that it does not answer the 
problem of indemnifying those where 
the driver was not deemed liable) is a 
“non sequitor,” since the same is true 
of financial responsibility laws. 

The Report launches upon a consid- 
eration of the “compensation” methods 
of recompensing victims of auto acci- 
dents. It uses the Saskatchewan Plan 
as an illustration of this method. As 
exemplified in that plan, this method 
pays stipulated amounts for death, dis- 
memberment, weekly benefits and medi- 
cal expenses, regardless of anyone’s li- 
ability. It, however, includes a liability 
clause and provides that any amounts 
recovered under such sections are re- 
duced by amounts collected under the 
“compensation” sections. 

The reasoning behind “compensa- 
tion” plans is as follows: 


1. The negligence theory of liability 
has “outlived its usefulness”: accidents 
on the highway as in the factory are 
inevitable; there is tremendous expo- 
sure and it is largely a “matter of for- 
tune whether or not someone is in a po- 
sition to suffer injury through his (mo- 
torist’s) neglect at the time.” 

2. There is a great deal of delay in 
settlement of negligence-liability cases. 

3. Lawyer and court costs under the 
present system syphon off a large por- 
tion of the recoveries. 

4. The “compensation” system would 
reduce costs since “the problem of de- 
termining negligence or contributory 
negligence, with its attendant delays 
and the necessity for producing wit- 
nesses, etc., would be avoided.” 

On the other hand there are these 
points against the “compensation” 
method: 

1. The analogy between workmen’s 
compensation environment that of mo- 
tor vehicle insurance is false. Unlike 
factory conditions, the motorist has no 
control over the actions of third pat- 
ties; the cost cannot be passed on to 
the consumer as in compensation: if 
the analogy is to be used, then why not 
make the public, not just motorists, 
pay the cost. 

2. Why should a person be rewarded 
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for the results of his own negligence? 
Indeed, might not many become more 
negligent as the result of such a sys- 
tem? 

3. The question of the proper benefit 
level—as for retired people, house- 
wives, students, children—is a difficult 
problem. 

4. If delay is the criticism under our 
present system why not reduce delays 
by expanding our court system to take 
care of current cases. 

5. Granting that the present system 
eliminates from redress those who are 
contributorily negligent under the li- 
ability system, an insured motorist— 
because the insurer is behind him— is 
financially responsible so that legiti- 
mate claimants are paid. 

The Report leans away from the 
“compensation”-type plan chiefly be- 
cause of Point 2 above. In addition it 
estimates that it would cost around 
$2,500,000 to operate (on the basis of 
operations of the present Workmen’s 
Compensation Board as a guide). 

Compulsory Liability 

The authors of the study divide the 
arguments against compulsory liability 
insurence into (a) technical, adminis- 
trative or procedural, and (b) possible 
tendency of the -compulsory idea to 
spread to other lines or become monop- 
olistic. 

Under the former are listed six ob- 
jections and answers to them, as fol- 
lows: 

1. It does not apply to out-of-state 
drivers. Ans.: By reciprocal provisions, 
this can be corrected just as under 
financial responsibility laws. 

2. It does not apply outside a state’s 
boundaries. Ans.: “A state court case 
has upheld the right of a state to sus- 
pend an operator’s license because of 
the failure of the operator to pay a 
judgment obtained in another state. . . 

3. It does not apply to accidents oc- 
curring on private property. Ans.: 
This can be provided for under com- 
pulsory as it is under financial respon- 
sibility laws. 

4. It does not apply té guest occu- 
pant. Ans.: Not given. 

5. It does not apply to insurance 
dodgers and other wilful evaders of the 
law. Ans.: This can be solved “by re- 
quiring an insurer to continue on the 
risk until the insured either has ob- 
tained other coverage or the registra- 
tion plates . . . have been surrendered. 

. The extension of credit by an 
insurer to an insured would seem to be 
a matter of private contract and there- 
fore one which should not be allowed 
to result in a breakdown of the law. 

“The problem of possible cancella- 
tion by the insured could be treated in 


much the same manner .. . the insured 
could be required to continue his cov- 
erage until he has furnished either 
proof of other coverage or has surren- 
dered his vehicle registration. . . .” 

6. It does not apply to property dam- 
age accidents. Ans.: Then just add 
this in the law. 

Philosophically, however, the argu- 
ments are stronger: 

1. Fear of a state fund, monopolistic 
or otherwise. 

2. Fear of rate questions becoming 
“nolitical footballs.” 

3. Fear that companies would be 
placed in an administrative and rate 
straitjacket. 


The Report concurs that a compul- 
sory form of insurance “may stimulate 
public pressure for some form of state 
insurance enterprise,” but points to the 
fact that 15 times such a move has been 
defeated in Massachussets. 

However the Report agrees that the 
“Massachusetts experience also seems 
to indicate that fear of politics in the 
rate making process is well founded.” 
It remarks, on the other hand, that “au- 
tomobile insurance rates today in New 
York State . . . have reached the point 
where, with or without enactment of a 
compulsory automobile insurance, they 
may soon fall into the political realm.” 

The Report continues that “the pub- 
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record of almost two-and-a-third centuries of 
satisfactory relations with insureds, has passed 
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its agents in their relations with the public. 
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lic will always be interested in paying 
the lowest possible price consonant with 
good service. But price alone is not the 
sole test, and, therefore, it would seem 
that the pressure for low rates (under 
compulsion) might be over-emphasized. 
If this were not true the companies 
charging the lowest rates would be 
writing all the business.” 

The proponents of compulsory insur- 
ance, the Report quotes, say that the 
rating laws and powers given the super- 
intendent of insurance are adequate 
safeguards against too high or too low 





rates; further that compulsion does not 
imply any new method of rate-making; 
and that the grievance machinery as at 
present constituted protects the insur- 
ance business as well as the public. 
As to the probability of higher rates 
under a compulsory system, the Report 
paraphrases the arguments of oppo- 
nents who fear “greater claim con- 
sciousness,” as follows: “ ‘Some legiti- 
mate claimants do not make their justi- 
fiable claims because they do not know 
you have insurance. Therefore, your 
insurance costs you less than it would 


'_@ Prudential security plans sell 


New Jersey college professor Howard McBride teaches 
engineering and does research on delicate aircraft instru- 
ments. A man with a scientific mind, he was impressed with 
the systematic way Prudential’s Family Income plan would 
protect his family’s future—providing a regular income just 
when the McBrides would need it most. 


Now, if Howard McBride should die, his plan would pay: 


* $2,000 in cash immediately 
* An income of $200 a month until his 


sons are grown 


¢ Then a smaller income to Mrs. Me- 


Bride for life. 


This plan combines $10,000 of Modified Life 3 with a 20 
year Family Income rider. Robert Stern, The Prudential 
man who sold it, says, “. . . an ideal packaged sale for family 
men. Nothing makes your prospect feel better than getting 
a lot of security for a little money—and Prudential Family 
Income plans certainly give him that.” 


The above facts are based on an actual case, 
but of course true identities are not given. 
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if all meritorious claims were filed and 
paid.’” 

The Report minimizes the fear of in. 
creased claims. It points to tables 
showing that in Massachusetts over a 
14-year period B.I. rate levels have in- 
creased less since 1937 than they have 
in Connecticut and New York, and 
more than in New Jersey. 

The department staff also discounts 
possibilities of fraud, saying that to 
some extent there would be fraud un- 
der any system, especially as new in- 
sureds come within its scope. So would 
impounding acts increase fraud, if this 
objection is to be given weight. 

The Report states there seems to have 
been no public objection when minors 
recently were compelled to insure in 
New York State. 


Conclusion 


After again rejecting the “compensa- 
tion” system of compulsory insurance 
the Report says: “Whether the problem 
of the future organization and opera- 
tion of the insurance industry out- 
weighs the possible social benefits 
which might flow of requiring all motor- 
ists to carry liability insurance is not 
within our province to decide.” 

But if a compulsory system should 
be seriously considered, the department 
staff would have the following recom- 
mendations adopted as safeguards: 

1. The purpose clause should in- 
clude a belief in reasonable competi- 
tion; 

2. Which should be defined by quot- 
ing Article VIII of the insurance law, 
and should include “rates and rate- 
making” within its scope, as well as 

3. Policy forms, and 

4. Differing methods of doing busi- 
ness. Among other things this should 
mean that term of insurance should not 
be coterminous with vehicle registra- 
tion; 

5. Property damage insurance should 
be included; 

6. Insurers should be required to 
continue coverage cancelled due to 
non-payment or bad loss experience un- 
til other insurance has been obtained 
or registration plates returned: simi- 
larly, a motorist should not be allowed 
to cancel until he shows evidence of 
other insurance or has surrendered his 
plates; also, the bill should provide for 
impounding of vehicles; 

7. The Assiened Risk Plan should 
be strengthened: the Commissioner of 
Motor Vehicles should be empowered 
to sit in on appeals from a decision of 
the plan denying coverage. and he 
should be empowered to revoke licenses. 
registrations, etc.. on evidence adduced 
at those hearings. 
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The Economy: 


Straw in the Wind 


T this point it appears that the num- 
ber of automobile owners who 
waited until the last minute before the 
deadline to get their license plates was 
significantly larger this year than here- 
tofore. You will always find a great 
number of procrastinators who rush up 
at the last minute to secure their regis- 
trations and run into lines of their fel- 
lows who are in the same boat. 

But when this number of delayers 
jumps suddenly, as it appears to have 
done in 1952. it makes you think. You 
wonder if perhaps more people weren’t 
waiting for one last payday before they 
raked together the muney for those 
plates. You wonder, too, if this isn’t 
another indication that people are feel- 
ing the squeeze on their dollars. As a 
matter of fact, there’s little doubt. 
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With higher taxes and higher cost of 
living, it may be that insurance people 
will have a tougher struggle during 
1952 for their portion of that consumer 
dollar. 


Fire: 


Public Service 


HEN the Michigan State Legisla- 
ture failed to appropriate funds 
for a premium payment on the library 
in the state office building, the Michi- 
gan Association of Insurance Agents 
felt this coverage was so important that 
they laid out the premium from their 
own funds, to the tune of $3,013. 
Not long after that the top two floors 
were set afire by an arsonist who re- 
ceived a great deal of publicity at the 
time. Water poured into the flames 
caused an almost total loss to contents 
on the lower floors. The library on the 
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first floor and in the basement suffered 
heavily. 

As a matter of fact it was only last 
month that the library loss, believed to 
be one of the largest of its kind in 
history, was settled with a payment of 
$233,326.46, thanks to the foresight of 
the Michigan Agents Association. 

The adjustment took a long time be- 
cause salvage operations were extensive. 
Thousands of water-soaked volumes 
were removed to various places around 
Lansing for drying and reconditioning. 
It was probably the largest book salvag- 
ing operation in the history of the 
country, and thousands of books were 
saved. 

Oh yes. the legislature belatedly did 
reimburse the Michigan Agents for ad- 
vancing the premium money. Certainly 
those agents deserve a lot of credit. 
They have demonstrated not only their 
belief in the product they sell, but the 
necessity for that product has been 
amply demonstrated for them. 


Life: 


Security Expenditures 


NCREASED competition from forms 

of security insurance other than life 
insurance was brought out in a research 
study recently completed by the Agency 
Management Association titled United 
States Security Expenditures, 1929- 
1949, 

The study was undertaken to deter- 
mine the effect of economic changes in 
the past twenty years on security expen- 
ditures. Since 1929, the U. S. public 
each year has put approximately 7% 
of its disposable income into security 
payments. Disposable income is defined 
as personal income less taxes, augment- 
ing this base with taxes for security 
purposes withheld from employees plus 
the security contributions of employers 
and government. 

Some interesting findings: In the 
twenty year span covered by the study. 
national income increased 148%; the 
cost of living incredsed 38%; and the 
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population increased 25%. in 1929, the 
ratio of life insurance premiums to aug- 
mented personal income was 4%. It 
rose to 7% in 1932 and 1933 ‘cll to a 
low of just over 3% in 1944 and was 
back to the 4% level in 1949. The re- 
port explains that the increase in the 
early ’30’s was not because security ex- 
penditures were greater but because 
personal income had decreased. 

When disposable income began to in- 
crease in 1934, the proportion which 
went for security payments began to 
decrease. A peak was reached in 1938 
because of a slight recession in dispos- 
able income and because of the first 
impact of Social Security. An increase 
in security payments during the past 
decade may be ascribed to the fact that 
National Service Life Insurance and re- 
tirement and pension funds increased 
at a much greater rate than did dis- 
posable personal income. 

The downward trend in the propor- 
tion of disposable income spent for life 
insurance premiums since 1933 would 
appear to be a result of a change in the 
way the public distributes its security 
dollars. Although life insurance pre- 
mium income increased from 3.9 billion 
dollars in 1940 to 6.8 billion dollars in 
1949 (or 73%) all other security forms 
increased much more proportionately. 

Retirement and pension contributions 
of employers and employees other than 
to life insurance companies increased 
311% between 1940 and 1949. In the 
same period Social Security taxes in- 
creased 148%, government life insur- 
ance premiums 1,384%, accident and 
health premiums 335%, and payments 
for hospital and medical care other 
than to life and casualty companies 
1.572%. 

United States Security Expenditures 
also considers the effects of changes 
in the cost of living. It states that even 
in terms of constant dollars, life insur- 
ance companies have held their own 
through changes in the cost of living, 
but other forms of security have done 
much more than that. In terms of real 
dollars received from the public. other 
types of security expenditures have 
caught up with, surpassed for a while, 
and in 1949 were about equal to the 
premium income of life insurance com- 
panies, excluding the life companies’ 
accident and health premium income. 


Casualty: 


Technique 


E are fully in agreement with the 
burst of anger issued by J. Dewey 
Dorsett, general manager of the As- 
sociation of Casualty & Surety Com- 
,-anies, last month when he blasted the 
New York CIO for their attacks on 
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DRIVER-TESTING: Rudolph F. King, Massachusetts registrar of 
motor vehicles, tries the Aetna Periometer, a device which records 
peripheral vision of a driver. The Periometer was prsented by 
Stanley F. Withe, manager of the Aetna’s public education de- 
partment (center) to B. Washburn, Boston Museum of Science. 


private companies writing workmen’s 
compensation insurance. But, while we 
sympathize with his feelings we cannot 
help but question his wisdom. 

Briefly, the situation is this: the New 
York CIO has gone on record as favor- 
ing the elimination of private carriers 
from workmen’s compensation in the 
state and wants the legislature to set up 
a monopolistic state fund. They have 
charged that private insurance com- 
panies are making exorbitant profits 
from the line. 

Mr. Dorsett charges that the state 
CIO “has adopted the familiar tactics 
of the big lie.” Now we are willing to 
admit that it must appear so to Mr. 
Dorsett, and indeed, it appears so to us. 
We are continually running into a situ- 
ation where some group or another 
decides that “insurance companies” are 
making too much money at the expense 
of the public and they want something 
done about it. 

Mr. Dorsett and his Association fore- 
saw just such criticism in the automo- 
bile rate increases that went into effect 
last year, and they effectively stifled 
that criticism by seeing to it that the 
public was informed about the true 
reasons why, and how, the rates had to 
be raised. 

How much more effective action like 
that was when it is compared to the 
present instance. Certainly it seems to 
be an instance where the “big lie” will 
explain little to the public, and may 


make certain parts of it angry. Later 
on Mr. Dorsett points out that on the 
record the charge of swollen profits is 
untrue. 

We cannot help but feel that a little 
more of the record and a little less of 
the use of loaded terms like the “big 
lie” would, if we may lapse into a 
slight cliche, cast more light and less 
heat on a topic of this kind. 


Property: 
Unauthorized Insurers 


E were struck by some figures 

quoted by Walter F. Brooks, dep- 
uty superintendent of the New York 
State Insurance Department, in a talk 
before the Greater New York Insurance 
Brokers’ Association. Mr. Brooks said 
that 42 companies unauthorized to do 
business in New York had accepted 
4,515 risks amounting to $2,473,061 in 
premiums through excess line brokers 
during 1951. 

Now we knew that when someone had 
a risk he could not place through his 
regular channels he sought out an ex- 
cess line broker to place that business 
through other channels, but we never 
figured that these transactions would 
amount to almost two and a half million 
dollars! 

Mr. Brooks wisely warned brokers 
of their responsibility in placing busi- 
ness through these channels. “The wn- 
authorized companies domiciled in this 
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country, Mr. Brooks said, “are prin- 
cipally the ones having questionable 
financial standings.” 

(We will not interrupt this item with 
a commercial other than to point out 
that a slight investment of about five 
bucks would provide any agent or 
broker with insurance against placing 
any business in a company with a poor 
financial standing. The five bucks, of 
course, would purchase copies of The 
Spectator Fire Index and the Handy 
Chart. Further details may be found 
on our inside back cover.) 

We can’t help but wonder, though, if 
that volume of business is done in New 
York, how much is done countrywide? 
And if you added to that the premium 
volume done by financially weak-kneed 
mail-order accident and health compa- 
nies, you might have a tidy sum. 

Such a tidy sum, indeed, that it seems 
a shame that this business cannot be 
garnered for the hundreds of strong 
sound companies now doing business 
in the country. 


Appointments: 


American Bar Association 


HE American Bar Association re- 
cently appointed three insurance 
lawyers in its Section of Insurance 
Law. Each of the appointees has had 
over 30 years law practice—most of it 
in insurance. 
The new appointments are (see cuts 
below ps 
Ellis R. Diehm, member of the Cleve- 
land law firm of Klien, Diehm and 
Farber, who was appointed chairman 
of the committee on cooperation with 
state and local bar associations. 
Harlan S. Don Carlos, attorney, 
claims departments. The Travelers In- 


surance Companies, who was appointed 
chairman of the committee on insurance 
law education. 

L. J. (Pat) Carey of Detroit, Michi- 
gan, vice president and general Counsel 
of the Michigan Mutual Liability Com- 
pany, who was named chairman of the 
committee on workmen’s compensation 
and employer’s liability law. 


Economies: 


Hats Off! 


OMMENTS on Managing Editor 

Frank Malley’s article in last 
month’s issue (“The Average Man 
Might Be Your Best Client”) have been 
mainly interrogative up to this point. 
How, our readers ask, does Mr. Average 
Man 1950, who makes only $3,000 a 
year manage to have all the things we 
say he has? 

First of all, we didn’t say he had all 
those things—refrigerator, radio, tele- 
vision, etc. It was the census bureau. 
Secondly, we like to feel that the wife 
of our Average Man 1950 is the miracle- 
working home-economist that our wife 
wishes she were. You know what we 
mean, the indefatigable little woman 
who manages to take a hitch in her 
budget and go her merry way plotting 
the comfort and future of her family. 

Neither higher cost of living, nor 
higher taxes, nor wars, nor rumors of 
war shall stay that home-maker from 
the swift achievement of her appointed 


goals. 
Life: 
Living Longer 
BABY born during the past year 


has a life expectancy of 68.5 years 
reports Metropolitan Life’s Chief Sta- 





L. J. (Pat) CAREY 


ELLIS R. DIEHM 


tistician Dr. Louis I. Dublin. This 
means that we are pushing the lon- 
gevity figure further along for there’s 
a gain of one-fifth of a year over 1950. 

Continued studies of the Metropoli- 
tan’s industrial policyholders show that 
since the latter part of the Nineteenth 
Century, a little more than two genera- 
tions ago, expectation of life at birth 
has doubled in the industrial popula- 
tion. In the past decade, average length 
of life has increased by 5 years and 
since the depression years has in- 
creased by 10 years. Improvement in 
mortality can be attributed to such 
factors as more healthful living and 
working conditions, better food, and 
to the outstanding gains in medical 
science and public health work. 


Life: 


All Americans 


HE pigskin and football gear have 
been packed away in the equipment 
trunk and the All American football 
candidates have been chosen for 1951. 
However, this is the time of the year 
when the sports-minded reflect on past 
activities and speculate on the future. 
Recently we came across a fairly rep- 
resentative All-America of other years 
whose principle energies are devoted to 
selling lift insurance with the Mas- 
sachusetts Mutual. When these fellows 
were at their peak of performance, their 
combined talents would have been a 
test for the best on the gridiron. 
Ends: Walter Jolley (University of 
Illinois), Grand Rapids Agency; Clar- 
ence A. Grimmett (Alabama Poly), 
Rochester Agency; Jerry A Pearson 
(Alabama Poly), Kansas City Agency. 
Tackles: Torance A. “Bo” Russell 
(Alabama Poly, Washington Redskins) , 





HARLAN S. DON CARLOS 
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Birmingham Group; Jimmie Smith 


head coach, Boston College), Boston 


Mr. Ewing (second from right in pic- 
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were Louis M. Hacker, dean of the 
school of general studies at Columbia 
University, and Lester D. Egbert, pres- 
ident of Brown, Crosby & Co. and senior 
vice president of the society. 

André Laleuf, deputy insurance com- 
missioner of France, who was in this 
country studying insurance company 
procedure under an ECA grant, was in- 
troduced to the gathering. Monsieur 
Laleuf spent some time while in New 
York at the Great American and the 
U. S. Casualty. 





* Picture on right includes four mem- 
bers of Travelers. They are 1. to r., 
Cameron S. Toole, manager Travelers 
Fire; Colbert R. LeFebvre, casualty un- 
derwriter, Newark; Mr. Ewing; and Wil- 
liam M. Sullivan, casualty underwriter. 

t Picture on left includes, |. to r., Andre 
Laleuf, Dean Goerlich, and Dean Hacker. 


Fire: 


Anniversary 


T was on February 18, 1752, that the 
following item appeared in the Penn- 
sylvania Gazette: 
All persons inclined to subscribe 
to the articles of insurance of 
houses from fire, in and near this 
city, are desired to appear at the 
Court House, where attendance 
will be given to take in their sub- 
scriptions every seventh day of 
the week, in the afternoon, until 
the 13th of April next, being the 


day appointed by the said articles 
for electing twelve Directors and 
a Treasurer. 


As appointed, on April 13, 1752, sub- 


scribers gathered and elected their di- 
rectors, one of whom was Benjamin 
Franklin. In the “deed of settlement” 
as the articles of agreement were called, 





ADDITION: Ruby E. Church 
joined staff of the Insurance So- 
ciety of N. Y. as an asst. librarian. 


the name of this insurance organiza- 
tion was given as The Philadelphia Con- 
tributionship for the Insurance of 
Houses from Loss by Fire. 

On March 25 the mutual insurance 
companies of the United States will 
celebrate the 200th anniversary of mu- 
tual insurance in this country. There 
will be a series of anniversary dinners 
throughout the country, and hundreds 
of mutual fire and casualty company 
executives will gather in Philadelphia 
for the national observance of the oc- 
casion. 

Appropriately, J. H. R. Timanus, sec- 
retary-treasurer of The Philadelphia 
Contributionship, is chairman of the 
anniversary committee. 

Another feature planned for the bi- 
centennial program is a three-day “Con- 
ference of the Future” scheduled for 
the Hotel Statler in New York City on 
March 26, 27 and 28. At this confer- 
ence 11 scientists and scholars, under 
the direction of Lyman Bryson of Co- 
lumbia University, will offer their fore- 
casts of future trends in America. They 
will attempt to cover the changing 
crime scene, political and economic 
trends and developments in the physi- 
cal. biological and psychological sci- 
ences. 

The mutual companies are hoping to 
have available for showing at the din- 








INTER-OCEAN REINSURANCE COMPANY 


CEDAR RAPIDS, IOWA 


FINANCIAL STATEMENT AS OF DECEMBER 31, 1951 


ASSETS 
Cash in banks 


United States Government bonds 


State, County and Municipal bonds. . 


Preferred stocks 
Common stocks ...... 
First mortgage loans 
Home office ........... Hoe a 
Accrued interest and rents........ 


Premium balances (not over 90 days) 
Reinsurance recoverable on paid losses 
Surrender value of life insurance policies 


Total admitted assets 


..$ 791,621.80 


Unearned premiums 


LIABILITIES 
$ 5,828,975.45 


3,345,773.67 Reserve for losses ... 1,057,778.47 
3,931,016.59 Reserve for adjustment expense. . 43,131.31 
514,147.00 Reserve for taxes ............ 158,053.99 
1,513,626.00 Funds held under reinsurance treaties 310,447.08 
150,177.04 Reserve for commissions and other 
74,915.15 Ss, os Fownne ee pas teks 417,801.93 
66,760.43 
545,842.43 Capital _. .$1,000,000.00 
170,587.21 Surplus 2,310,553.68 
22,274.59 Surplus to policyholders 3,310,553.68 
$11.126.741.91 Total _. .$11,126,741.91 


Note: Bonds are valued on an amortized basis and stocks at the prices prescribed by the National Association of Insurance 
Commissioners. Securities carried at $1,000,000 in the above statement are deposited as required by law. 


Home OFFice 
Cedar Rapids 


Iowa 


REINSURANCE 
Fire and Allied Lines 


Pro Rata and Excess of Loss 


EASTERN DEPARTMENT 
90 John Street 
New York 
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ners on March 25 a 16mm motion pic- 
ture dramatizing the growth of insur- 
ance alongside the growth of the na- 
tion. Rhys Williams, Hollywood actor, 
will play the part of Benjamin Frank- 
lin, and the movie will show Franklin 
changing places with one of his de- 
scendants in 1952 to discover the role 
of insurance during the past two cen- 
turies and today. 

Meanwhile, a volume on the history 
of mutual insurance, by John Bain- 
bridge, has already gone to press and 
will be offered to institutions and li- 
braries throughout the country. 


People: 


Dudley B. Martin 
HE offices of the Institute of Life 


Insurance’s press division in New 
York are always reminiscent of the 
rapid-action news room of a daily news- 
paper. We suspect that the reason for 
this similarity lies in the background 
of Dudley B. Martin who presides there 
as a sort of combination city editor and 
managing editor. 

In the first assignment, he directs 
the coverage and writing of life insur- 
ance activities that have a_business- 
wide scope, and in the second role he 
conceives and develops news, feature 
stories, publicity, etc., and under his 





! Executives of American United’s Agency Department 

j are well supplied with comfortable, well-padded 

| swivel chairs. Funny part of it is—they’re rarely in them. 
Come to think of it, it’s not so funny at that. 

| The entire sales policy of American United's Agency 

| Department is based on the thinking in the field, 

| and the only way to get the feel of the field is to 

visit the folks on the firing line. That’s why the 

“top brass” spend more time traveling than they do 


in their swivel chairs. 


AMERICAN UNITED LIFE INSURANCE COMPANY 
Home Office, Fall Creek Parkway at Meridian St. 
INDIANAPOLIS, INDIANA 
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This attitude has certainly paid off. It has paid 
off in the enthusiasm of the field (the sales tools are 
practical, usable); it has paid off for clients (better 
service, geared to individual needs); and it has paid 
| Off for the home office (in new records of GOOD sales). 
| American United is 75 years young: The 
! experience of three-quarters of a century is coupled 
j With a practical, friendly sales policy. 


boss, Institute President Holgar J. 
Johnson, serves as public relations man 
for life insurance. 

It was in May, 1950, that Dudley 
Martin was appointed director of press 





relations for the Institute, bringing to 
the post a rich background of news- 
paper work and the facility for meeting 
and getting along with people. Son of 
a New York hotel manager, the late 
Frank V. Martin, Dudley decided, 
while still in his teens, that the career 


of a newspaper man fitted him best. 

He’s a rarity—one of those hard to 
find native New Yorker’s, born in the 
city on August 4, 1909 and educated 
in the public schools of Gotham. Dud 
ley attended Columbia College and 
then made his mark at the Columbia 
(Pulitzer) School of Journalism with 
a first alternate’s rating for a Pulitze: 
traveling scholarship, the class presi- 
dency, and the presidency of the pro- 
fessional journalistic fraternity, Sigma 
Delta Chi. He was Class of ’30. 

While a Freshman at Columbia he 
spent after-school hours as a reporter 
for the Brooklyn (N. Y.) Eagle. Within 
a two-year period he had worked up 
to assignment editor and in his junior 
year he founded the weekly Darien 
(Conn.) Observer, with a fellow stu- 
dent. Two young ambitious journalism 
students didn’t mind the work load but 
when the paper started losing more 
money than two students could afford, 
they decided it was a good time to quit. 

In his senior year, Dudle} joined the 
New York Times. Carrying a complete 
schedule at the college and working a 
full tour of duty kept Reporter Martin 
hopping, but as he told us, “to any- 
one who has curiosity, has a nose for 
news, can write and likes people, it’s a 
barrelfull of fun—certainly for one’s 
earlier work years.” 

After about ten years as a Times re- 
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porter, Dudley Martin went inside to 
the “desk,” concentrating in order on 
the following departments: Brooklyn, 
society, financial, city and national 
news. He also contributed to the edito- 
rial page and did free-lance magazine 
articles. A Times leave-of-absence was 
granted during World War II to allow 
Martin to serve as a Red Cross field 
director in Europe. 

A man of many hobbies and interests, 
one of his main extra-curricular ac- 
tivities is the Hudson River Conserva- 
tion Society dedicated to preserving the 
natural beauties of that river. At home 
in Leonia, N. J., with wife Katharine, a 
Barnard College alumna, he_ takes 
parental pride in the varied activities 
of children Anne 14, Robert 11, and 
Helen 6. His friends and neighbors 
in that Jersey suburban community 
elected him president of the Leonia 
Civic Association, the town governing 
body—a position he held until recently. 
Life: 

Study Grants 

S a means of encouraging profes- 

sional insurance education and re- 
search, New York Life recently an- 
nounced it is making grants to five uni- 
versities. A grant of $5,000 each will 
go to Butler University, University of 
North Carolina, The Ohio State Uni- 
versity, University of Illinois and Uni- 
versity of Connecticut, and it is ex- 
pected that the grants will be renewed 
annually over a three-year period. 

In addition to providing for scholar- 
ships and additional staff and courses, 
the funds will be used for research on 
bridging the gap between the class- 
room and a life insurance career, and 
to provide for graduate fellowships. 





APPOINTMENTS: At Penn Mutual the following—(standling I. to 


r.): Joseph P. Fallon, associate actuary; H. Haines Fenimore, as- 
sistant supervisor of mortgage loans; Adolph F. Schwartz, associate 
actuary (Seated lI. to r.): Franklyn S. Pulver, director of sales 
promotion; Gordon B. Balle, assistant supervisor of mortgage loans. 


Life: 
Population Increase 


HE statisticians at Metropolitan 

Life have estimated that the naural 
increase in population—excess of births 
over deaths—was more than 2,400,000 
in the United States last year. The fig- 
ure is not too far from the all-time rec- 
ord high of 2,431,000 established in 
1947. The immigration gain for 1950 
brings the total increase in population 
for 1950 to above 2,650,000. 


A further indication of the great 


American Equitable Assurance 


Company of New York 
Organized 1918 


Globe & Republic Insurance 


Company of America 
Established 1862 


Merchants and Manufacturers 
Insurance Company of New York 


Organized 1849 


New York Fire Insurance 
Company 
Incorporated 1832 


Corroon & Reynolds, Inc. 
MANAGER 


92 William Street, New York 38, N. Y. 
Losses paid exceed Three Hundred Fifty Million Dollars 





growth that we are experiencing in 
our country: since the end of World 
War II, the United States has added 
about 15,800,000. 

















Mere payment 
of premiums 
does not insure 


@ It is easy to buy fire 
insurance but difficult 
to prove a loss. 

When fire occurs you 
must be able to prove 
what you lost and its 
cash value. 

With Continuous Amer- 
ican Appraisal Service, 
you will always be 
prepared. 


The AMERICAN 
APPRAISAL 


@ Company 


Over Fifty Years of Service 
OFFICES IN PRINCIPAL CITIES 
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By ERVIN L. HALL 


Partner, Davis and Hall Investment Management 
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THE CASE-HARDENED INVESTOR 


OW that the year 1952 is well under 

way, we might give some thought 
to the various problems facing the in- 
vestor. There is one thing of which we 
are quite sure—that the outlook for 
1952 and future years is not one to 
soothe the investor’s nerves. Changes 
and more changes, as has been the rule 
for a number of years, will badger the 
investor and present problems which 
are new and which cannot be solved by 
precedent. Perhaps all this is good for 
us, as it certainly requires an alert mind 
and a willingness to adjust opinion and 
method of thought. We have few 
crutches to lean on, and the few we 
have may be rudely removed most any 
time. As an example, with heavy deficit 
financing beginning later in the year, 
the Treasury might once more try sup- 
porting the bond market. This would 
remove the barometric value of a free 
or comparatively free money market. 
Another bellwether, the Federal Re- 
serve, may through political maneuver- 
ing be brought under Treasury control. 
Such events would inject more variables 
into the weather-vane type of managed 
money economy under which we oper- 
ate. 


The Outlook 


When we look ahead, we see a tax 
burden of unprecedented scope, flanked 
by arguments that taxes can be re- 
duced and the counter argument that 
taxes are neither too high nor likely to 
come down. Then there is the problem 
of the gradual decline in the purchas- 
ing power of the dollar, referred to as 
inflation. Even this is questioned, with 
one school of thought insisting that we 
are likely to have deflation more than 
additional inflation. The possible change 
in the Federal administration will also 
bring its own uncertainties, uncertain- 
ties that probably will not be resolved 
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even at the election. Over all these in- 
ternal factors there is brooding the ebb 
and flow of world tension. At one mo- 
ment there is a flare-up in Egypt, the 
next a peace overture irom the Kremlin. 
Such moves in the past would have 
upset world capitals, but now are 
looked upon as irritations of which 
there are many. These little volcanoes 
are man created and scattered in many 
parts of the world, with first one and 
then another erupting either mildly or 
with violence. The fact that the in- 
vestment world has been able to take 
all these internal and world-wide pres- 
sures without losing its sense of bal- 
ance may be an indicator that is worth 
while considering. What causes this 
seeming sense of balance? 

It would appear that investors today 
are more hard-headed, or perhaps less 
temperamental, than before 1941. They 





NEW POSITION: James M. 
Partridge was recently appointed 
editor of Life Association News. 


apparently see that trying to guess the 
effect of comparatively small incidents 
would only result in the constant chang. 
ing of a portfolio, with little if any 
advantage, not to mention the strain 
on the emotions, which could of itself 
result in unsound judgment. As events 
have unfolded since 1932, the investor 
has probably come to realize that vast 
and enveloping social changes are not 
only with us, but are likely to continue 
for many years. The public, not only 
in this country but throughout the 
world, is insisting on benefits that for- 
merly were never considered either 
practical or possible. The various 
changes in government policy and the 
restraints put on business, all reflect 
this effort on the part of governments 
to keep in step with the trend. Full 
employment is considered essential and 
plans are formulated to force money 
into the economy at the first sign of de- 
clining activity. The new approach, 
which is of itself inflationary, is so 
powerful that even a new administra- 
tion in this country is unlikely to con- 
sider eliminating, or even modifying. 
the existing benefits which have become 
part of the economy. 


Must Make Adjustments 


To these changes the investor must 
adjust himself, as they not only affect 
the earning power of corporations but 
the interest rate of fixed income obliga- 
tions and the purchasing power of the 
dollar. Managed money is here to stay. 
at least for the foreseeable future, and 
no investor can operate under a man- 
aged money economy with the same 
tools he would use in a free market. 
Some of these facts are difficult to 
evaluate when deciding on investments 
in productive enterprises, and yet a 
decision must be made if trade, as we 
know it, is to continue. 

Probably the real basis of all the con- 
fusion is the undermining of world cur- 
rencies, including our own. Most in- 
vestors are more than conscious that 
the dollar is not likely to buy as much 
in the future as it does today. In fact, a 
long term gradual loss in value is ad- 
mitted by many economies as almost 
inevitable. To overcome this stealthy 
robbing of principal the investor is 
forced to find ways to develop more 
and more dollars with which to work. 
Barring the runaway type of inflation, 
more dollars will go a long way to 
adjust the present squeeze. Conse- 
quently, investors seem to be willing to 
assume greater risks and to resist mino! 
pressures, in the quest for more capi- 
tal. The legislative permission allow- 
ing trusts and other restricted funds 
the right to place a portion of an invest- 
ment partfolio in common stocks, is « 
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belated recognition of the problem. The 
word “unconscious,” rather than “be- 
lated” might advisably be used in this 
case, as we often wonder, after listen- 
ing to a deluge of political double talk, 
whether the politician really recognizes 
the problem and appreciates its serious- 


But—it seems to us—we are dealing 
with something far more fundamental 
than that. Inflation, resulting from the 
worldwide insistence on full employ- 
ment, generous social services, high 
prices to all producers, low prices to all 
consumers, has been “built into” the 
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not country in the world and, unconsciously 
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When editors return 

to their desks after the New Year’s 
holiday the complete annual report of 
the Northwestern National is there in 
the incoming basket and reading it is 
the first order of business of the new 


T never fails. 


year. For some time now the North- 
western National has been the first 
company to send out the annual report 
—it has become one of the traditions 
of the business. 


Life Purchases 
FINAL tally on life 


purchases for 1951 was com- 
pleted by the Agency Management As- 
sociation. Their figures show that there 
was a decrease in volume of 5 per cent 
from 1950. However, purchases of 
ordinary increased to a record high 
purchases being $18,838,000,000, up 4 
per cent from the year before. 

Total purchases in 1951 were $29.- 
148,000,000, compared with $30,675,- 
000,000 in 1950; $23,730,000,000 in 
1949. 

The year’s decline could be traced 
to the 33 per cent less purchases of 
group life, curtailed by the fringe bene- 
fit limitations of the wage freeze. Group 
purchases were $4,800,000,000, com- 
pared with $7,203,000,000 in 1950. The 
1951 total was larger than any other 
year previous to 1950. 

Industrial purchases showed a gain 
in 1951, the year’s $5,510,000,000 be- 


ing 2 per cent over the previous year. 


War Disaster Act 


HERE’S a Senate subcommittee of 
the Committee on Securities, Insur- 
ance 4nd Banking that is now study- 
ing the proposed War Disaster Act. 
Delaware’s Senator Allen Frear who 
is chairman of the subcommittee re- 
cently invited life insurance represen- 
tatives Ray D. Murphy, executive vice- 
president, Equitable Society; Charles 
C. Dougherty, 2nd vice-president, Met- 
ropolitan Life; Berkeley Cox, counsel, 
Aetna Life; staff members of the sub- 
committee and the staffs of the LIAA 
and the ALC; to sit down and infor- 
mally discuss the subject. 
Life spokesmen made it clear that 





~~ 


insurance 


LIFE 


INSURANCE 


IN Review 


they do not recommend the enactment 
of such legislation at this time but 


offered the following recommenda- 
tions: 1) Legislation of this kind 
should be restricted to emergency 


needs; 2) The President should have, 
if he does not already have, ample au- 
thority to deal with emergency needs; 
3) Any moratorium provision should be 
universal in its application to all finan- 
cial obligations. The bill presently 
authorizes the declaration of a mora- 
torium for insurance companies’ pay- 
ments only. 

The possibility of war damage legis- 
lation being enacted in the near future 
was enhanced by a recommendation by 
President Truman in his recent budget 
message: 

“T urge Congress to consider legis- 
lation to compensate individuals and 
business firms for property damage 
arising from enemy attack. In an 
atomic age, the probability of such an 
attack is so unpredictable and the ex- 
penditures necessary to provide a mini- 
mum level of protection are potentially 
so large that neither private nor public 
insurance is feasible. Nevertheless. or- 
derly advance planning is essential.” 


Welfare Plans Approved 


HE Salary Stabilization Board 
came through with the expected 
announcement that approval is no 





Monthly purchases of life insurance for the full year in each of the last three years 
were reported by the Agency Management Association as follows: 


12 Months’ Purchases 
(000,000 Omitted) 


Change 
1951 1950 1949 1951 from 1950 
Ordinary $18,838 $18,070 $15,275 plus 4% 
Group 4,800 7,203 3,525 —33 
Industrial 5,510 5,402 4,930 plus 2 
Total $29,138 $30,675 $23,730 —5%, 





— 
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longer needed for health and welfare 
plans for salaried workers to be put 
into effect. However, the plans must 
be within the structure set up by the 
Wage Stabilization Board. The Wage 
Stabilization Board has ruled that con- 
tributions to benefit plans are not to 
be charged against wage increases ap- 
proved by the Wage Stabilization 
Board. 

It was also stated that approval is 
no longer needed for extension of ex- 
isting plans that cover all employees 
of a firm within one plan or other 
plans of the same firm. Approval is 
not needed: for renewal of plans in 
effect by January 25, 1951—or a Wage 
Stabilization Board approved plan of 
May 10, 1951—or by the Salary Sta- 
bilization Board at a later date. 


January Disaster 


N American Airlines plane 

winging its way southward from 
Syracuse on a gloomy winter’s after- 
noon, January 22. The visibility at the 
end point, Newark Airport, was so poor 
that the airliner could not make a 
visible approach to the field. Using in- 
strument landings, Capt. Thomas Reid, 
pilot. brought his plane in over the 
radar course above a densely populated 
area of Elizabeth. N. J., just about 
three miles from the field. 

Then, within the space of perhaps 
only a minute, the giant airliner crashed 
into a house, taking the lives of 30 
people. The latest report from the life 
insurance companies is that almost 
$800,000 in death claims have been 
paid under 87 policies. 

A parallel to that figure may be 
found in an accounting of the claims 
paid as a result of the crash of a non- 
schedule plane in the same city of 
Elizabeth on December 16. The death 
claims paid in that disaster amounted 
to $77,000 under 32 policies. 
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Just before we went to press with 
this issue, another airliner crashed 
shortly after take-off brushing an apart- 
ment house and causing, at the time of 
this writing 32 deaths. Immediately 
after this third crash of planes flying 
out of Newark (N. J.) airport in about 
two months, the field was closed to all 
trafic pending the completion of several 
investigations that were being carried 
on. 

Looking back on other claims paid 
as a result of catastrophes within the 
past eighteen months, we find that 
the largest aggegate paid for any one 
catastrophe was in the Queens, N. Y., 
Long Island Railroad wreck, Novem- 
ber 22, 1951. The 79 fatalities brought 
death claim payments of $1,476,000 
under 226 policies. 

An analysis of other catastrophe 
payments: Woodbridge, N. J., wreck 
of Pennsylvania Railroad, February 6, 
1951, 85 deaths, $977,000 benefits 
under 205 policies; Wyoming wreck 
of Union Pacific Railroad, November 
12, 1951, 21 deaths, $446,000 benefits 
under 44 policies; Orient, Illinois, coal 
mine explosion, December 12, 1951, 119 
deaths, $168,000 benefits under 93 
policies; crash of Pittsburgh-to-Buffalo 
plane, December 29, 1951, 26 deaths, 
$120,000 benefits under 16 policies; 
Rockville Center, L. I., wreck of Long 
IJand Railroad, February 17, 1950, 
32 deaths, $114,000 benefits under 39 
policies. 


Company Notes 


HE United States Naval Academy’s 

Class of 1946 launched a founda- 
tion, or trust, with Fleet Admiral Wil- 
liam F. Halsey (Retired) as sponsor 
... Twenty years from now, the founda- 
tion will provide funds for educational, 
charitable and scientific purposes . 
The 20-year endowment policies used 
to capitalize the foundation will be is- 
sued by The Manhattan Life . . . Mem- 
bers of the Class of 1946, numbering 
about 1,000, will be asked to purchase 
20-year endowment policies. which 
upon death of the insured or maturity. 
will be paid to the trustee of the 
foundation. 

The Mutual Benefit of Newark had 
the biggest paid-for business year in 
its 107-year history in 1951 with a total 
of $258,987,126, an increase of $6,058,- 
908 over 1950. 

New Ordinary business produced 
during 1951 by the Home Life of New 
York City, broke all previous produc- 

* Left to right are Robert B. Coolidge, 
Aetna Life v. p., in charge of meeting: 
Bernard Feinberg, Elizabeth, N. J., Lead- 
ers Club treasurer: Arthur R. Krueger, 
Minneapolis, v. p.; Joe S. Maryman, Little 
Rock, secretary; Tom FE. Connolly, Jr., 


Stockton, Calif., president: and Mr. 
Brainard. 





SUPERVISOR: G. Thomas McEl- ACCEPTS; Stanley F. Withe of 


wrath, C.L.U., was appointed super- Aetna Life will serve on public re- 
intendent of agencies for the New lations advisory committee of Uni- 
York Life Insurance Company. _ ted States Chamber of Commerce. 





He . ‘a has income insurance. have you ? 
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POSTERS: Samples of the 1952 posterboard ads used in the Mutual 
of Omaha outdoor campaign. Personal touch is given to posters 
by the addition of blown-up picture of local agent and his name. 





RANKING AGENTS: Top producers of the Aetna Life are greeted 
by Morgan B. Brainard (right), company president at a home office 
seminar for ranking members of the Aetna Life’s Leaders Club." 
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tion records for the second consecutive 
year ... The year-end total of $113,- 
738,347 represents a 4.3% increase over 
the new Ordinary business done in 
1950, the company’s previous peak year. 

“A mixture of warm human emotions 
and cool common sense”—that phrase 
symbolizes the planning behind the 
1952 national advertising campaign of 
the Security Mutual . . . The plan of 
the campaign is to make Security’s 
advertisements serve as actual salesmen 
in themselves . . . not only in the maga- 
zine in which they will appear, but in 
all kinds of supporting sales-promotion, 
from displays to mailing-pieces to sales- 
kit presentations. 

Three officer appointments were an- 
nounced by the Equitable Society: 
They include the promotion of Leo D. 
Fitzgerald and Warner H. Mendel to 
counsel; Albin E. Elander as 2nd vice- 
president in charge of agents’ rela- 
tions. 

New England Mutual ended the year 
with $332.5 millions of new business, 
a gain of $39.5 millions or 13% over 
1950, and $31.5 millions over the pre- 
vious high established in 1947. 

Life insurance production at Postal 
Life in 1951 was 63% ahead of 1950 
and triple that of 1949. . . Nearly $15 
million of new insurance was paid for 
during the year, bringing total insur- 
ance in force at the end of the year 
to over $62 million . . . The company 
was admitted to do business in Con- 
necticut during 1951. 

Occidental Life of California has com- 


pleted its stewardship of the affairs of 
the Federal Keserve Life of Kansas, fol- 
lowing the conclusion of its 15-year re- 
insurance contract through the federal 
courts of Kansas .. . Federal Reserve 
Life was taken over by the Kansas fed- 
eral court and placed in receivership in 
May 1936, following which Occidental 
entered into a reinsurance contract to 
administer the business . . . A 50% 
initial lien against the net equity of 
Federal Reserve contracts was made 
necessary by the state of the company’s 
assets. 

During its management period Occi- 
dental paid all death claims of continu- 
ing policyholders in full without lien 
reduction . . . In the 15-year period of 
stewardship, the company paid out 
$6,503,430.05 in total benefits under 
Federal Reserve policies, of which more 
than half were death benefits. 

Occidental meanwhile achieved nine 
lien credits totaling more than a mil- 
lion dollars . . . These were sufficient 
in the case of policyholders who con- 
tinued both their premiums and interest 
payments to reduce the lien from its 
original 50% to 18.52% of the net 
equity at the end of the reinsurance 
agreement. 

Following review and approval of 
Occidental’s administration of the re- 
insurance agreement by the federal 
courts last year, the Federal Reserve 
business was incorporated with other 
Occidental business . . . Assets formerly 
held as a separate management fund 
have now been merged with Occidental 





HOME OFFICE: Pan-American Life’s new home office building 
in New Orleans was dedicated in January. Over 400 company 
delegates from the United States and Central and South American 
countries in which the company operates, attended ceremonies. 
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which fully guarantees liabilities . 
All records of the Federal Reserve busi- 
ness, maintained since 1936 in a sepa- 
rate servicing office in Kansas City, 
have now been transferred to Occiden- 
tal’s home office in Los Angeles. 

Robert L. Hamill, a partner in San- 
derson and Porter, engineers and con- 
structors, and currently president of 
the New York State Chamber of Com- 
merce, was elected a director of the 
Metropolitan Life. 

With the completion of 20 years of 
service, Charles G. Taylor, Jr., presi- 
dent, Metropolitan Life, became elizi- 
ble for membership in the company’s 
Veterans Association . . . More than 
15,000 of the company’s field organiza- 
tion and home and head office staffs are 
members of the Veterans Association 
with 20 or more years of service. 

Elected vice-president, National Acci- 
dent and Health, Joseph B. Truesch . .. 
He will be responsible for the com- 
pany’s entire agency development pro- 
gram with field operations in 19 states 
and the District of Columbia. 

National Life of Vermont was ad- 
mitted to do business in Texas . . . The 
102-year-old company is now doing 
business in all 48 states and the Dis- 
trict of Columbia. 

The John Hancock and the Metro- 
politan Life were among the 30 corpora- 
tions cited by The Saturday Review for 
distinguished achievement in the use of 
institutional advertising. 

International Business Machines Cor- 
poration has entered into an agreement 
with the Prudential to borrow $115 mil- 
lion against the corporation’s 354% 
notes to mature January 1, 2052. 

Two of the three citizen members, 
appointed by New Jersey’s Governor 
Driscoll as a Commission to Study and 
Report upon Amendments to the New 
Jersey State Employee Retirement Sys- 
tem, are life insurance men—Harry W. 
Jones, vice-president, The Mutual Bene- 
fit Life; Henry E. Blagden, 2nd vice- 
president and actuary, the Prudential. 

John J. Magovern, Jr., was elected 
vice-president and counsel of The Mu- 
tual Benefit Life. 

Life of Georgia has entered the field 
of radio advertising with a series of 
“capsule dramas” called True to Life 
Stories from Life of Georgia . . . Actu- 
ally one-minute spots, they will run 
five mornings a week on about 50 sta- 
tions . . . The campaign is scheduled 
for a 13-week period. 

E. H. Henning was elected a member 
and vice-chairman of the board of Cen- 
tral Standard Life . . . He had been 
president of Illinois Bankers Life which 
recently was merged with Central 
Standard. 

Walter C. Sullivan and Rowland H. 
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Long were advanced to the position of 
counsel at the Masschusetts Mutual. 


Promotions announced at The Travel- 
ers: Donald H. Lawson and C. Wilfred 
Catlin were named secretaries of the 
Life Department; Thomas F. Siegel was 
appointed assistant secretary. 

Carl E. Parsons, Jr., was appointed 
home office group representative in 
charge of overseas business for the 
United States Life. 

At Kansas City Life: Charles W. Ar- 
nold, vice-president and supt. of agen- 
cies, and Harry W. Carpenter, treasur- 
er, were named to the board .. . Ray B. 
Lucas was promoted to vice-president 
and general counsel; J. L. Batchler, 
from secretary to vice-president and 
secretary; Louis Marks, from control- 
ler to vice-president, and Harry W. 
Kenney, from assistant controller to 
controller. 

Andrew P. Maloney, assistant vice- 
president of Bankers Trust Co., N.Y.C., 
was elected to Postal Life’s board of 
trustees. 

Fifty-nine agencies of the Franklin 
Life passed the million dollar mark in 
net paid production during 1951 .. . 
The Philadelphia Division led the en- 
tire national organization with $13 mil- 
lion of net paid production. 


Veterans Insurance 


ETERANS' who unintentionally 

have allowed expiration of their 
five-year term policies issued under 
National Service Life Insurance are 
going to get help from Veterans Ad- 
ministration. 

Some policyholders haven’t compiled 
fully with the Federal insurance law 
ordering cancellation of term policies 
if complete applications, including two 
premium payments, are not filed by 
the expiration date. The most common 
error has been to file for renewal at 
the final hour and send only one pre- 
mium payment. 

Wholesale cancellation of these poli- 
cies would elicit unfavorable criticism 
by Congressmen, some of whom have 
notified VA of protests from chagrined 
veterans. As a positive measure, dis- 
trict office managers have been in- 
structed to make adjustments that will, 
under certain conditions, keep border- 
line policies in force. 

VA headquarters has directed that 
if an applicant for renewal submits 
either the last premium on his old 
policy or the first renewal premium, 
at the time he applies, his intent to 
renew is evident. He will be allowed 
to maintain his policy if he pays the 
remaining premium within 31 days 
after the district office has sent notice 
of inadequate payment. 











Lots of Sales! 


Why not? He has 22 Life, Accident, 
Health and Hospital Policies which 
can be “tailored” to fit almost any 
man, woman and child, whether a 


standard or sub-standard risk. 
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Insurance Company, Montclair, N. J. 


RALPH R. LOUNSBURY, President 
W. J. STEGER, V. P. & Supt. of Agencies 
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By LEON GILBERT SIMON 


on the horison 


HIGH PRESSURE EMPTINESS 


I has always occurred to me that 

salesmen should sell their product 
on the basis that the purchaser has 
present need for the product and pres- 
ent funds with which to make the pur- 
chase. Yet one realizes that a great 
many things are bought because the 
price appears cheap at the moment and 
in addition, the purchase can be bought 
on the instalment plan. Consequently, 
payment can be deferred to a more 
“convenient” time. This procedure en- 
courages more and more inflation. 
Clever advertisements tend to lure the 
customer to buy now, even if the need 
for it is not present. But unfortunately 
we do not realize that nothing is cheap 
if we don’t need it, no matter how low 
the price may be. This form of high 
pressure salesmanship has been defined 
as the art of making people buy things 
they do not need and paying for it with 
money they haven’t got. 

In all fields involving the selling proc- 
ess, one finds different personalities and 
varied techniques. They are as vari- 
able as the human race. They range 
from the modest and humble type of 
which they are few. to the most over- 
whelming braggart. of which there 
are many. A braggart is one whose tal- 
ent for over-exaggeration is seldom, if 
ever, surpassed. The latter are fasci- 
nated by three symbols—“I.” “Me” and 
“Myself.” They are absorbed in the 





everlasting admiration of themselves. 
That is probably what Thomas Carlyle 
described as “the golden calf of seli- 
love.” In his book, “The History of 
Human Stupidity” by Walter B. Pitken 
of Columbia University, the writer de- 
fined a high pressure salesman as “a 
chattering simpleton of vast amiabil- 
ity whose emptiness is hidden by his 
noise.” That definition is as descrip- 
tive as any I have ever seen. These loud 
talkers who are essentially good hand- 
shakers and back-slappers are gener- 
ally empty and void of substance. The 
outer qualities that pour forth in gush- 
ing manner are defensive mechanisms 
to offset some serious deficiency in per- 
sonal make-up. Excessive good fellow- 
ship is a pose of the body to conceal 
the defects of the mind. It is as useless 
as excess baggage, in the presence of 
superior skill. The high pressure sales- 
man has a strong tendency to celebrate 
himself. He is the trumpeter of his 
own glory. He dances to his own music 
and assumes you like both music and 
dancing. He is profuse and overwhelm- 
ing in his compliments. most of which 
are misplaced and essentially insincere. 
His personality is somewhat diabetic— 
that is over-sugared and a bit too sweet. 
Not realizing this he becomes enhaloed 
in his own sight. It is no exaggeration 
to say that he who is in love with him- 
self is in the midst of an endless ro- 


Sir JOB 4 1F PROTECT / 


U. S. FOREST SERVICE — Vigilantly protects Woodlands from 
destructive fires. In his high tower the Ranger, with his binoculars and 
alidade locates sources of fire, quickly dispatching fire fighting crews 
thus protecting an important national resource. 


The Northern Assurance has provided reliable 


mance. Experience indicates that he 
will have no rival. 

The high pressure salesman is easily 
discerned. You can see right through 
him. He radiates a transparent empti- 
ness. And yet, I admit, many of these 
high pressure men have covered con- 
siderable distance in making money. 
Apparently some people like it and 
others can be successfully overwhelmed 
because they are too weak to resist its 
influence and finally become victimized 
by the sheer power of an exuberant per- 
sonality. But pleasant and charming 
personality is not enough. Superior 
salesmanship requires superior skill 
built on a more secure foundation. It 
requires complete understanding and 
the ability to transmit that knowledge 
to the prospective buyer in understand- 
able terms. Successful salesmanship is 
an outward result of an inner convic- 
tion, properly transmitted. It does not 
require high pressure emptiness to suc- 
cessfully consummate the sale. An emi- 
nent psychologist experienced in the 
field of personal analysis said that every 
salesman has three personalities—that 
which he has—that which he exhibits— 
and that which he thinks he has. But 
in salesmansip the real’ personality 
gradually reveals itself to the observing 
customer. 

I have made it a habit to attend many 
lectures at the Hayden Planetarium in 
New York City and it has frequently 
occurred to me that a few lectures on 
elementary astronomy would do a great 
deal for high pressure salesmen. It 
would tend to reduce and neutralize 
the over-intensified ego which surrounds 
them. It is a wonderful experience to 
look through a giant telescope and real- 
ize how any one individual is so utterly 
inconsequential and so very unimpor- 
tant in the total scheme of things. We 
need the perspective of the astronomer. 
It gives us a balanced sense of propor- 
tion. The greatest corrective for ego’s 
emptiness is the solidity of greater un- 
derstanding which astronomy provides. 
A few looks through the telescope 
brings us in finer perspective with 
everything—including ourselves. 





FIRE AND ALLIED LINES, AUTOMOBILE INLAND 
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What’s So Interesting? 


These men are attending one of the Advanced 
Underwriting Conferences being conducted in major 
U.S. cities by a four-man team of New England Mutual 
home office executives. Cities being visited include: 
Chicago, Kansas City, Los Angeles, New York, 
Philadelphia, San Francisco, Savannah, Seattle and 
Boston. 


Attending these hard-hitting, two-day sales confer- 


ences are interested New England Mutual career 


underwriters from surrounding general agencies whose 
experience qualifies them for this concentrated train- 


ing. Subjects covered are business insurance and pension 
trusts, with emphasis on the current market, funda- 
mentals of the plans, promotional aids, and methods 
of solving business problems through the intelligent 
application of life insurance. 


These Conferences, an extension of the Company’s 
highly successful home office training courses. are 
designed to bring directly to the field the benefits of 
up-to-the-minute, advanced training in sales tech- 
niques. They have helped make 195] the greatest 
production year in Company history. 


The NEW ENGLAND MUTUAL Life Insurance Company of Boston 


The Company that Founded Mutual Life Insurance in America — 1835 
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HIS is the “easy” year for legis- 

lative sessions—only 14 state law- 
making bodies convene. But they in- 
clude Massachusetts, Michigan, New 
Jersey, and New York. 

The first batch of bills going into 
the hoppers covered many insurance 
subjects: automobile insurance, auto in- 
spection, disability benefit increases, 
new cash disability benefit bills, work- 
men’s compensation amendments, to 
name a few. 

President Truman has asked again 
for a flood insurance appropriation, and 
the federal War Stabilization Board 
finally came through at year-end with 
a “go-ahead-with-caution” signal for 
pension, disability and medical-expense 
benefits. This was modified to the ad- 
vantage of insurers during January. 

Excess limits for automobile and 
general liability lines were increased 
effective February 5, in all but a few 
states—the first one since 1932. 

Fire losses for 1951, announced the 
first of the year, were at a new high 
and so were automobile personal in- 
jury and property damage claims, as 
were anticipated. Loss ratios on these 
lines may also be at a new high, 
estimated William (“Bill”) Leslie, 
manager, National Bureau of Casu- 
alty Underwriters. This tentative pre- 
diction coincided with the launching 
of a newspaper campaign by the As- 
sociation of Casualty & Surety Com- 
panies to reduce traffic fatalities by 
10,000 and injuries by 250,000 by 
December 31, 1952. (See THE Specta- 
TOR feature, Jan., 1952.) 

Released toward the end of the 
month but dated November 15, 1951. 
was the important report, “The Prob- 
lem of the Uninsured Motorist” by the 
New York Insurance Department. 


The Uninsured Motorist 


Although there was some anxiety 
lest Governor Thomas E. Dewey of 
New York might urge compulsory auto- 
mobile insurance, he did not mention 
the subject in his message to the legis- 
lature, confining his request to _peri- 
odic auto inspection and stating that 
the insurance department meanwhile 
was examining the question of some 
type of merit rating. 

The department had forwarded to 
Albany a study on the “Problems of 
the Uninsured Motorist,” and as news 
got around that the department had 
been critical of some arguments being 
offered by opponents of compulsory in- 
surance, feeling in some quarters be- 
came uneasy. Actually, Deputy Super- 
intendent George Kline and Special 
Assistant Carl Pearson came to no con- 
clusions on that subject, closing their 
treatise in these words, “Whether the 
problem of the future organization and 
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operation of the insurance industry out- 
weighs the possible social benefits which 
might flow of requiring all motorists 
to carry. liability insurance is not 
within our province to decide.” 

The Report noted the lack of cred- 
itable data on number of uninsured 
motorists and number of victims of 
uninsured drivers. After reviewing 
past legislation and studies and not- 
ing some possible modifications of the 
Massachusetts-type law that would 
answer some objections, the Report 
discusses defects in unsatisfied judg- 
ment funds, the advantages and the 
(on balance) disadvantages of com- 
pensation-type laws. It bowed to op- 
ponents of compulsory insurance in re- 
spect to points about political pres- 
sures, but curtsied also to its protago- 
nists by minimizing the higher-price 
danger and possible trend toward rate 
uniformity. 

Now the governor and the legislature 
have the ball. 


Auto Lines 


Debate on various aspects of auto 
insurance continued throughout the 
month. Commissioner Cheek (Waldo 
C.), N. C., made some telling remarks 
about the equity of present rating 
methods and stated that the only 
reason a merit system was not in effect 
was that none had found a practicable 
and equitable system. . . . Massachu- 
setts insurers were appealing to the 
state’s Supreme Court to annul the 
1952 compulsory insurance rates pro- 
mulgated by Commissioner Sullivan 
(Dennis E.) and regarded as woe- 
fully inadequate by the business (See 
THE Spectator, January, 1952, p. 62) 
. . . the Massachusetts Commissioner, 





Ss 


meanwhile backed Governor Devers’ 


proposal for a state automobile rate 
bureau and a compensation bureau; he 
liked the taste of this so well that he 
swallowed the whole stick of candy 
(proposed that the state make com- 
pensation rates). . . . Rate hikes in 
all but 12 states and Hawaii on auto 
and general liability were announced 
to be effective Feb. 5—about a 36 per 
cent increase for private passenger 
cars, 70 per cent for commercials. . . . 
David W. Peck, presiding justice, ap- 
pellate court, N. Y., warned com- 
panies and attorneys to speed up action 
on negligence cases to reduce the 46 
months’ delay in New York State, or 
else, “a public sufficiently aroused . . . 
would take these cases, automobile ac- 
cidents at least, bodily out of court 
and place them with an administrative 
agency...” 

Michigan lawmakers have before 
them an unsatisfied judgment fund 
bill. . . . Illinois turned down a Na- 
tional Automobile Underwriters Asso- 
ciation proposition for property dam- 
age rate increases of the same order 
as the one recently approved in New 
York; Commissioner J. Edward Day 
questioned N.A.U.A.’s rate formula. 


Conventions 


The New Jersey Chapter, Chartered 
Property & Casualty Underwriters, 
heard a discussion on multiple-line 
developments, which was of special in- 
terest since New Jersey laws do not 
yet provide for writing multiple-peril 
coverages in a single policy. Leon A. 
Watson, Fire Insurance Rating Organ- 
ization of New Jersey, described an 
amendment to the standard fire policy 
law which would permit incorporation 
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of supplements covering any occur- 
rences or legal liability. 

Roy McCuljough, Multiple-Peril In- 
surance Rating Organization, favored 
putting third party coverages in the 
same policy as physical damage but 
doubted if it could be done on the basis 
of an indivisible rate. 

At another meeting, American As- 
sociation of University Teachers of In- 
surance, H. Clay Johnson, recommend- 
ing orderly development of multi-peril 
forms, made the debatable observation 
that a “multi-peril policy given a hy- 
brid classification . . . finds no shelter 
under any existing rate regulatory sta- 
tute against the impact of federal anti- 
trust laws .. .” (See THe Spectator, 
Jan, 1952, page 47). 

At the same gathering, Monarch Life 
vice-president and actuary, described 
recent developments in the accident 
and health insurance field, stressing 
problems in medical-care expense in- 
surance, substandard underwriting and 
permanent total disability coverage. 


A & Hi Still in News 


A raft of disability benefits bills are 
coming up: Michigan’s Gov. G. Men- 
nen Williams recommended such a bill 
to the legislature. . . . In New York a 
variety of bills increasing benefits, de- 
leting exemptions from such benefits 
of those receiving social security or 
pension benefits, and increasing num- 
ber of weeks of payment. ... A state 
fund disability bill is before the Mas- 
sachusetts house. 

The best news was the WSB ruling 
giving insurers the green light on 
medical-expense forms. It was tempered, 
somewhat, though, by provisions stipu- 
lating that any benefits exceeding those 
of “standard” type primary covers 
would require special approval. Later 
this was modified so that Blue Cross 
Plans would not have the advantage 
over insurance carrier plans which the 
original order seemed to indicate. How- 
ever, all catastrophe medical-expense 
forms probably will still require spe- 
cial approval. 

It was no joyful news, on the other 
hand to hear that Blue Cross and Blue 
Shield Plans will increase rates May 1}. 


Fire, Marine, Aviation 


A new loss clause for New York 
policies announced by the New York 
City Division, New York Fire Insurance 
Rating Organization, was refreshing; it 
eliminates unearned premium _insur- 
ance. 

But figures on 1951 fire losses showed 
the tremendous job yet to be done 
in stopping this awful waste. $730,000,- 
000 was the estimate of the new all- 
time high by the Federation of Mutual 








DEDICATION: The American Title Group formally dedicated its 
new nationwide home office building in Miami, Florida, on Jan- 
uary 24. Officiating at the “ribbon-cutting” exercises were J. Edwin 
Larson, commissioner of Florida, and Joseph Weintraub, president. 





AWARD: Edward P. Gilgun, fire marshall of Mass. (seated) pre- 
sents Peter F. S. Beattie, salesman for Dictograph Home Fire De- 
tective, New England section, (right) with community service 
medal. Witnessing the presentation are: (standing l. to r.) Morton 
Smith, New England regional manager; Herbert A. Habib, Boston 
salesman; and J. T. Draper, who is director of sales and training. 
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Fire Insurance Companies——-mere than 
three times the 1923 figure when the 
dollar was worth 100 cents. according 
to the base taken by the Federation. 

Not a good start toward a better fire 
loss year was the Atlantic City con- 
flagration January 7 when flames, ig- 
nited by a cause not yet certain, were 
fanned by a 40-mile gale. Damage 
estimates run from $2,500,000 to $4.- 
000,000. 

L. W. Niggeman, young vice-presi- 
dent of Fireman’s Fund was appointed 
consultant to the Defense Air Trans- 
portation Administration when that 
unit of the federal government ap- 
pointed an advisory group of insurance 
experts to aid the government in set- 
ting up a stand-by program on avia- 
tion war risk insurance authorized by 
Congress last year (Public Law 47—See 
THe Spectator Property INSURANCE 
Review, December, 1950, page 40). 

Flood insurance—through a $50,000,- 
000 revolving fund—was once more 
recommended to the. Cangress by Presi- 
dent Truman, despite findings of the 
insurance industry and the Congress 
and the apparent inadequacy of such 
an amount in face of the Kansas City 
disaster. (See THE Spectator Prope- 
ERTY INSURANCE Review, Nov., 1951, 
page 69; Dec., 1951, page 31.) 


Disasters 


The Atlantic City fire was only the 
first of three substantial insurance 


losses in January. The second was the 
17 when Capt. 


$1.750,000 loss Jan. 





~~ 


Kurt Carlsen, hero of the march up 
Broadway, New York City, had to see 
his ship. the Flying Enterprise, Is- 
brandtsen Lines, swallowed up in the 
ocean some 30 miles from safety off 
England. (See THe Spectator, Jan., 
1952, page 66.) 

Only a week later, Jan. 24, a big 
DC-4 airliner of American Airlines 
crashed into homes in Elizabeth, N. J., 
killing 23. Life values insured are not 
known. Value of the ship, insured 
through Alexander & Alexander, na- 
tionally known brokers, was between 


$500.000 and $600.000. 


Anti-climax: Canadian S. S. Lines. 
owner of the ill-fated Noronic that 
caught fire September, 1949, at a 


Toronto dock with a loss of 120 lives, 
offered a settlement of $2,150,000 for 








property damage. personal injuries and 
death claims. This is said to be the 
largest offer in maritime history. 


Reinsurance, Foreign 


The Prudential of Great Britain. 
Skandia and Hudson reached a happy 
agreement with the Royal-Liverpool 
Group. long U. S. managers of the 
three companies, and will now operate 
as an independent unit. The Skandia is 
the oldest reinsurer in America. 

The Royal-Liverpool Group, at about 


MILESTONE: Agent Leo R. Brown presents the first Mill Owners 


Mutual casualty policy to E. M. McConney, president of Bankers 
Life Company, Des Moines, Iowa. Observing the event are H. J. 
Brewington, manager casualty division (left); Len K. Sharp, vice 
president and secretary of Mill Owners Mutual (at extreme right). 
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the same time, announced its e-tal 
lishment of a foreign office in Ney 
York, pin-pointing the ever-growin; 
importance of foreign trade and foreign 
investments to this country. 


W orkmen’s Compensation 


Benefit payments were 
Pennsylvania by signature of the goy 
ernor. . . . Bills in New York would 
allow payments for first seven days il 
disability continues that long: create 
a court to review compensation awards 
(Presently final word is with the State 
Compensation Board). 


upped in 


Property Changes 


Directors of The American Insurance 
Company. Newark, New Jersey, have 
approved the dissolution of its wholly- 
owned subsidiary, The Columbia Fire 
Insurance Company. Dayton, Ohio. 
Certificate of dissolution has been filed 
with the Secretary of State at Colum 
bus, Ohio. 

The American Insurance Company 
assumes all liabilities of The Columbia. 
including policies in force, as well as 
all debts and other obligations. Thi- 
action is in line with a program of 
integration adopted to simplify the cor- 
porate structure of The American In- 
surance Group. 

The Dixie Fire Insurance Company, 
Greensboro. North Carolina, former fire 
subsidiary of The American, was dis- 
solved in 1948. With the liquidation of 
The Columbia, only the parent com- 
pany. The American, remains active in 
the fire field. The Bankers Indemnity 
Company, Newark, New Jersey, is a 
wholly-owned casualty affiliate of The 
American. 

A brief review of the history of the 
Columbia Fire reveals that it was in- 
corporated under the laws of the state 
of Qhio on Dec. 10, 1881, and began 
business on Jan. 2, 1882. The company 
transacted a complete line of fire and 
allied coverages on a nation-wide basis. 
As of Dec. 31, 1950, Columbia Fire had 
written premiums of $24,312,706 and 
paid net losses of $10,182,171. 


Western Pacific Merger 


The merger between Western Pacifi 
Insurance Company, Seattle, Was 
and the Pacific States Fire & Indemnity 
Company. Portland, Oregon, was con 
summated by vote of stockholders o 
Nov. 20. Basis of the move was e% 
change of 9 shares of Western Pacifi 
(par $100). Pacific States was still in 
formative stage, having been license:! 
for casualty business in Oregon on 
March 5. 1951. Western Pacific wa 
licensed for fire insurance in Washing 
ton on May 22, 1951, at which time 
commenced business with $200.00) 








you agenls say - fh 


YOU CHOOSE A COMPANY BECAUSE “* 


ITS LOSS PAYING RECORD. In 
selecting a company an 
agent carefully considers 
the loss paying record. 
The prompt and equitable 
adjustment of all 
losses in normal times 
© 
and through every 
catastrophe is a keystone 
in the operation of 


The American Insurance Group. 


* 


Each month The American will 
present, in series, the nine most 
important reasons why an agent 
chooses a company to represent 
These reasons are the result of 
an independent survey of over 
2,000 local agents nation-wide 


LOSS PAYING PAS naar ks 
RECORD Newark} New Jersey 
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are you forgetting 


OUUSR 
MAGHINER 


business? 


It’s a good, year-round business. And here’s a 
good advertising folder our agents will use in 
attracting profitable clients .. . NOT ONLY 
THE FACTORIES but stores, restaurants, hos- 
pitals, hotels, schools, apartment houses, public 
utilities, canneries, laundries, banks, bakeries, 
dairies, flour and steel mills. 


“Will you blow up or break down?” is the 
type of folder you can send to everyone, the 
type of material that pays. Just as it’s wise to 
read our “Boiler and Machinery True or False.’ 


Samples of each available on request to our 
Advertising Department. 
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capital and $144,000 surplus. The 
merged companies have retained the 
name Western Pacific Insurance Com- 
pany, which has $350,000 capital and 
over $165,000 surplus. Home office is 
417 Arctic Building, Seattle, Wash 
ington. 


U.S.F.&G. Merger 


In connection with the merger of the 
Fidelity and Guaranty Insurance Cor. 
poration into the United States Fidelity 
and Guaranty Company, both of Balti- 
more, Md., effective Jan. 1, the board 
of directors of the parent company 
elected to its membership Robert D. 
Bartlett, Charles H. Buck and Charles 
B. Gillett, all of Baltimore, and al! 
three members of the subsidiary board 
for many years. 

The following executives of the 
F. & G. were elected to serve as officers 
of the U. S. F. & G., and were given 
these new titles: Harry F. Ogden, ex- 
ecutive vice-president; Frank F. Dorsey, 
C. B. Gamble and Herman Badenhoop, 
Jr., vice-presidents; Sam G. Browning, 
A. Byron Crisp, John E. Dallam, Joseph 
F. Danaher, James E. Hackett, Charles 
A. Hancock, David L. Royer and Ear) 
A. Shaw, assistant secretaries; and Wil- 
liam Keller, Jr., resident secretary at 
New York. 

The election of four new officers from 
the ranks of its own organization was 
also announced by U. S. F. & G. Walter 
H. Kincannon was made vice-president, 
Hugh E. Richeson, assistant vice-presi- 
dent, Miss Margaret G. Lee, assistant 
treasurer, and Miss Frieda Walter, as- 
sistant secretary. 


Company Notes 


According to a recent release, E. H. 


Schroeder, for 22 years associated with 
the automobile insurance industry, has 
been named vice-president in charge of 
claims for the Allstate Insurance Com- 
pany, Chicago, Ill. Mr. Schroeder suc 
ceeds Victor C. Gorton, who retired to 
enter private law practice . . . Harry 
von der Lieth, assistant secretary of the 
fire companies of The Phoenix-London 
Group, New York, N. Y., retired, at his 
own request, effective Dec. 31, 1951. 
after long service with the Group. . 
B. H. Mercer, president of the Fidelit) 
& Deposit Company, Baltimore, Md., 
has been elected to the same position 
with the F. & D.’s subsidiary, the Amer- 
ican Bonding Company, Baltimore, Md 
. Seven assistant vice-presidents and 
one resident secretary were elected Dec. 
26 by the board of directors of the 
United States Fidelity and Guaranty 
Company, Baltimore, Md. The new as 
sistant vice-presidents include Fentress 
C. Ayres, superintendent of the mercan 
tile fidelity department; Frank Fisher. 
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‘r., superintendent of the safety engi- 
eering department; Hilbert E. Foos, 
superintendent of the burglary insur- 
ance department; Norman C. Keyes, 
assistant director of the contract bond 
department; Herbert R. Preston, super- 
intendent of the compensation-liability 
department; William A. Sehlhorst, as- 
sistant director of the contract bond 
department; Leslie M. Smith, super- 
intendent of the statistical department. 

Frank Cole, 79, who supervised the 
work of Eastern and Southern agents 
of the Arson Department of the Na- 
tional Board of Fire Underwriters, died 
Thursday, Jan. 3, at the Lawrence Hos- 
pital in Bronxville, New York. Mr. Cole 
had been in the service of the National 
Board of Fire Underwriters since 1930 
.. Frank G. Bush, vice-president and 
secretary, and Edward I. Taylor, vice- 
president, of the Aetna Insurance Co., 


Hartford, Conn., and its fire and cas- 
ualty subsidiaries, retired to the reserve 
force Dec. 31, 1951. Mr. Bush and Mr. 
Taylor have served the Aetna for a 
combined total of 66 years... J. B. 
Robertson, president of Employers Re- 
insurance Corporation, Kansas City, 
Mo., had tendered his resignation. He 
will continue as a director of the com- 
pany ... S. Bruce Black, president of 
Liberty Mutual Insurance Co., Boston, 
Mass., has announced the promotion of 
Thomas LoCasale to assistant vice- 
president . . . Arthur H. Derbyshire, 
secretary, and Luke J. Feeney, assistant 


secretary of the America Fore Insur-- 


ance Group, have retired. Both officers 
have been with the organization for 
over forty years . . . Stephen F. O’Con- 
nor, Jr., secretary in charge of the 
Southern Department of the Corroon & 
Reynolds Group, has retired. His insur- 


ance career dates from 1920, when he 
started with The London Assurance as 
file clerk . . . Samuel J. MacMinn has 
been elected vice-president of the Penn- 
Liberty Insurance Co., Philadelphia, 
Pa., after serving as head of the com- 
pany’s fire department. 





CORRECTION 


The 1951 Spectator financial and 
underwriting analysis shows the losses 
paid ratio for Secured Casualty Insur- 
ance line 465 and Secured Fire and 
Marine line 466 as 132.7% and 142.7% 
respectively. Both these ratios are in- 
correct. The correct losses paid ratio 
for Secured Casualty Insurance line 465 
should be 41.2% and the correct losses 
paid ratio for Secured Fire and 
Marine should be 44.2%. 
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ARE ANNUITIES 
SUBJECT TO ATTACHMENT ? 


 pecrauges Hoffman obtained a di- 
verce from Alfred Hoffman in 
California. The decree provided that the 
husband pay monthly alimony. The 
husband worked for the General Foods 
Corporation in New Jersey, although 
neither husband or wife was a resident 
of that state. The husband was insured 
under a group insurance contract made 
between General Foods and _ the 
Prudential (garnishee). The insurance 
contract provided that “The Active Em- 
ployee’s or Annuitant’s Certificate and 
Retirement Annuity Benefits and other 
payments provided under this Contract 
are non-assignable, whether by volun- 
tary act or by operation of law... .” 

In the certificate issued to the hus- 
band (defendant) under the policy 
there appeared a similar provision, 
namely: “The Retirement Annuity pay- 


verdict 


By LUKE A. BURKE 
Member of the New York Bar 


ments and any payment upon the death 
of the annuitant, referred to herein, are 
non-assignable whether by voluntary 
act or by operation of Jaw.” 

The husband retired in December 
1949, and the Prudential became obli- 
gated to pay him a fixed amount each 
month. In June 1950. the wife (plain- 
tiff) obtained a writ of attachment 
against the annuity payments alleging 
arrears in the alimony payments. The 
husband brought a proceeding to vacate 
the writ of attachment and the Pruden- 
tial joined in the proceeding. The Essex 
County District Court entered judgment 
for the wife, and the husband and the 
Prudential appealed. 


Question of Residence 
The New 


Jersey Supreme Court 


‘pointed out that the question was 


“whether payments under this group 
insurance policy with annuities payable 
to a man after retirement who is not a 
resident of this state. are subject to 





VEWLY ELECTED; J. Edward Meyer (left) was recently made a 

member of the board of directors of The Home Insurance Company 

of New York. Leonard Peterson (right) was elected director of 
The Home Indemnity Company, a subsidiary company. 
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attachment by his former wife to pa 
accrued alimony under a judgment , 
decree of a court in a foreign state, th 
wife also being nonresident here, whe: 
the terms of the annuity policy prohibi 
assignment by voluntary act or by ope: 
ation of law.” 

The Court then answered the questi: 
as follows: 

“The right of a judgment creditor i 
an action upon attachment is a deriva 
tive one. The obligation of the garnishe. 
to the principal debtor was circum 
scribed by the contract of insuranc: 
between the employer and the gai 
nishee. By clear and positive language 
the garnishee excluded an obligation to 
pay annuity benefits to anyon 
other than the annuitant. To permi 
the plaintiff to reach annuity benefis 
clearly violates the contractual under- 
taking. To accept the contention of th: 
plaintiff would require the court to 
make a new contract for the parties 
one of which is contrary to the express 
undertaking of the garnishee in the 
agreement. One of the purposes of a 
provision against assignment is to pro 
tect the insurance company from the 








necessity of dealing with persons other 
than those named in its policy and of 
determining at its peril which ef several 
claimants may be entitled to the fund. 
Especially is it so in cases providing 
for regular periodical payments and, 
as in this case, monthly periods. The 
point is obvious, for instance in this 
case, where it is asserted that proceed- 
ings in attachment are out of the course 
of the common law and must be strictly 
construed and that under applicable law 
annuity payments and especially pro- 
spective ones have not been subjected 
to attachment. Unless the plan adopted 
in the insurance contract was in viola- 
tion of public policy, it must be upheld. 
There is no specific statute relating to 
such an exemption in this state. The 
public policy to be considered in this 
case relates to the question whether as 
a social security measure the proceeds 
of group insurance policies for retire- 
ment purposes may be exempted from 
legal process to secure the employee 
against impoverishment. See Crawford 
on Group Insurance (1936) sec. © 
pages 149, 150. 
“We are of the opinion that the pi 

visions of the group insurance contra:t 
involved in this litigation were valid 
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and enforceable and were not violative 


e of any common law, constitutional or 

th statutory provision, and the judgment re) elcia' siaiaae 
here * of the trial court should be reversed FOLLOW THR 

shi and the attachment dismissed.” 


' (Hoffman v. Hoffman, New Jersey I 
4 Supreme Court, Nov. 12, 1951) — IT PAYS ° 
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” of a common carrier of freight. It had know that you this ad with vigorous, 
age a policy insuring its liability for direct them! Why not follow at ays! 
B to loss or damage to any property trans- - ersonal selling effort? It pay’ 
— ported, caused among other perils, by P 
mut “(b) accidental collision of the vehicle 
efits with any other vehicle or object, ex- LY RELL LEE Be ee ES CORRES 
der- cluding, however, contact with any por- 
th tion of the roadbed, curbing, rails or 100 PEOPLE INJURED! 
fo ties of street, steam or other railroad, ’ 
Ss any stationary object while backing for 30 HOMES DESTROYED ! 
ress loading or unloading and excluding any : 7 - 
the collision of the load with any object. a : : . * z 
ja (e) Flood (meaning rising of streams € 
0 or navigable waters) .” re] 
the The assured in its complaint against 4 
the company claimed that the loss oc- 3 
curred in the following manner: 4 
“That on or about the 16th day of i 
February, 1946, Long Motor Lines 2 
hauled a load of furniture and house- : 
hold goods belonging to Mrs. Dorothy i 
H. Wise from her home at Greenwood, : 
es South Carolina, to her home at Crescent ; 
Beach, Horry County, South Carolina. 
That a truck of Long Motor Lines was e Fi 
her driven on the beach or strand along a An American um 
of route where it was customary for trucks fed ° ili x * 
ral and other motor vehicles to be driven. Faces Liabi ul a 
nd. where it accidentally collided with a lor on American peid. The firm moved pene en a 
ng depression in the beach and became PEACEFUL. normal work parific -. - Then @ shat 4 cane emer American _- as 
ud, stuck or imbedded in the sand, making tering explosion! are torn Since liability laws vary—ond SNES ite eital to 
he necessary a transfer of th ' ds : d roca terrifying overscan injared Yale i os cxpert recom the Smarpolatt_AFTA 
his aise a 1 ey . Pa poy — ae, ee sky-high a» accetss fall o* Needed. That's another AFIA strona re tically all 
plaintiff's truck and be- wo nice Claim mounts upon claim =~ = Lnoars tans and requiremene 1 your interests 
od - fore the same could be unloaded the Did the American firm fal i" Comprehensive = aor wtassoeer eee AFIA for fall 
ral tide arose. That the furniture became Cremteet Liability Insurance obtained Gees Have year mare Sapecitie vik! 
tly damaged by the salty water and also American Forcd—all Jos seas settled and informatio ; iat 
Ww that several of the articles of furniture AMERICAN FOREIGN INSURANCE Assey 
of a or broken in the re- Pan , 16! wanutam STREET + NEW Wem ncason vo. cmcae 6 Maino 
ec moval,” , 
11 . AN ASSOCIATION OF 26 AMERICAN CAPITAL STOCK FIRE, MARINE AND CASUALTY 
4 . Supreme pcrdhietie INSURANCE COMPANIES PROVIDING INSURANCE PROTECTION IN FOREIGN LANDS 
awsuit was brought against the caiateieniaae aan mers: 
insured by Mrs. Wise, which the com- a : “sie 


pany refused to defend because of lack 
of coverage. A judgment was recovered 


‘[Saecceoe. 5 AMERICAN FOREIGN 
: INSURANCE ASSOCIATION 


judgment plus costs. The trial court 
decided in favor of the company. The 


- Supreme Court of South Carolina in- 161 William Street - New York 38, New York 
7) terpreted the policy in these words: CHICAGO OFFICE...Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Ilinois 
There is some diversity of opinion as SAN FRANCISCO OFFICE... Mills Building, 220 Bush Street, San Francisco 4, California 
to whether or not the coming of @ mo- WASHINGTON OFFICE: Woodward Building, 733 15th Street, N. W., Washington 5S, D. C. 
t tor vehicle into sudden and violent con- 
J fac’ with some part of the roadbed 
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constitutes a “collision” with an “ob- 
ject” within the meaning of a clause 
purporting to insure against damage by 
collision. We are not concerned in the 
instant case with this conflict in the 
authorities, for in the clause (b) insur- 
ing against accidental collision with any 
object, contact with any portion of the 
roadbed is expressly excluded. It is 
alleged in the complaint that the truck 
“was driven on the beach or strand 
along a route where it was customary 
for trucks and other motor vehicles to 
be driven, where it accidentally col- 
lided with a depression in the beach 
and became stuck or imbedded in the 
sand.” If the truck became merely 
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and salable contracts on 
today’s market is our Pension 
Endowment. 


$10 monthly income (120 
months guaranteed). Issued 
to mature at 55, 60 and 65. 


At maturity age 65, the annual 
income is 7.9% of the cash 
value. The dollar-rate monthly 
income is $6.58 per $1,000. 


Increased insurance available |, 
through Family Income Riders. || 
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stuck or bogged down upon a portion 
of the beach because the surface was 
not sufficiently firm to withstand the 
weight, there would be a serious ques- 
tion as to whether or not there was a 
collision. We shall assume, however, 
that the allegations of the complaint 
are sufficient to show a collision with 
some portion of the beach. The ques- 
tion for decision, therefore, is whether 
or not any such collision was with a 
“portion of the roadbed” so as to be 
excluded from the coverage provided in 
clause (6). 


Meaning of Roadbed 


The authorities are not in exact ac- 
cord as to the meaning of the term 
“roadbed” as used in a policy of this 
kind. 45 C.J.S., Insurance, Section 798. 
But it seems to be uniformly held that 
the term includes that portion of the 
road which is used for travel. While 
ordinarily the strand of a beach is not 
used for such purpose, it is alleged in 
the complaint that the accident oc- 
curred while the truck was being driven 
on the beach “along a route where it 
was customary for trucks and other 
motor vehicles to be driven.” This un- 
doubtedly constituted the portion of the 
beach so used a roadbed within the 
meaning of the policy. The major con- 
tention of appellant is that the phrase 
“portion of the roadbed” refers only to 
something “of a permanent nature or 
which is designed as, or intended to 
be, a part of the roadbed,” and it is 
argued that “the depression in the 
strand was certainly not a designed or 
intended part of the roadbed.” It could 
hardly be said that any part of the 
beach was “designed” or “intended” 
for use as a highway but according to 
the complaint the public was using it 
for this purpose. Under these circum- 
stances, the “depression in the beach” 
constituted a portion of the roadbed 
upon which the truck was being oper- 
ated. 

It is our conclusion that the alleged 
collision of the truck comes with the 
exclusion set out in clause (b). 

As to clause (e) in the policy the 
Supreme Court had this to say: 
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We next consider whether the loss 
was caused by “Flood (meaning risin: 


of streams or navigable waters).” 


flood is defined in Black’s Law Dictior 


ary (Third Edition) as “an inundation 
of water over land not usually covered 
by it.” One of the definitions given i 


36 C. J. S., page 1028 is: “A body « 
water rising, swelling, and overflowin; 
land not usually covered with water. 


To some extent flood is a relative term 
and we need not undertake here to giv: 
an all-inclusive definition. Under no 


view would it include the ordinary ris 


ing of the tide, which occurs at regular 


intervals capable of exact determina 
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tion. It is not alleged in the complaint 
that there was any tidal wave or any 
extraordinary flow of the tide at the 
time in controversy. Appellant appar- 
ently concedes that if only the word 
“flood” had been used, there could be 
no recovery under clause (e). The 
argument is made, however, that we are 
not called upon to define the word 
“flood”; that it hus been expressly de- 
fined in the policy as meaning the “ris- 
ing of streams or navigable waters”; 
and that the damage was caused by the 
rising of navigable waters which comes 
clearly within the definition given in 
the policy. At first blush, this argument 
seems plausible, but upon more mature 
consideration, we think it clearly ap- 
pears that the construction advanced by 
appellant could not have been reason- 
ably within the contemplation of the 
parties. The proposed construction 
gives no effect whatsoever to the word 
“flood” as used in this clause. It is 
apparent that it was the intention to 
insure against some hazard. The word 
“rising” when considered in its context 
clearly contemplates the abnormal or 
unusual “rising of streams or navigable 
waters.” The words in parenthesis in 
this clause were intended to limit rather 
than enlarge the meaning of the word 
“flood.” 


(Long Motor Lines, Inc. v. Home Fire 
and Marine Insurance Co. of California, 
South Carolina Supreme Court, Nov. 
12, 1951.) 


COMPREHENSIVE COVER AND 
THE BURDEN OF PROOF 


ROKERS and agents have run into 

this problem in increasing num- 
bers in the last few years. It occurs 
when the assured has comprehensive 
coverage on his car but not collision. 
The facts are generally similar to the 
recent case of Rich. v. United Mutual 
(Massachusetts Supreme Judicial 
Court, November 29, 1951). 

Rich had parked his car in front of 
his house on a Sunday morning. It was 
headed downgrade with its left front 
wheel “turned in as far as he could 
turn it” up against the curb and with 
the emergency brake “pulled up tight.” 
While the assured was in his house he 
heard “the ordinary street noises with 
kids playing around the street there.” 
Later he heard “a door slam” and in 
two or three minutes was told by a 
young boy that his car was at the bot- 
tom of the hill “smashed against a 
tree.” The car was found 300 feet from 
where it had been parked. It was dam- 
aged and against a tree with the brake 
still on. 

The assured had “Coverage C” or 
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comprehensive whereby the company 
agreed to pay tur damage to the auto 
“except loss caused by collision of the 
automobile with another object.” It was 
provided that “loss caused by . . . theft 
(or) vandalism . .. shall not be 
deemed loss caused by collision . . .” 

The company refused payment of the 
loss and the assured brought suit on 
the policy. The trial court directed a 
verdict for the company. The Supreme 
Court affirmed the verdict, saying: 

To prove that the damage to the auto- 
mobile came within the coverage of the 
policy, the burden was on the plaintiff 
to show that the collision with the tree 
was caused by theft or vandalism. 


ACCENT 


ON SPEED 





The words “theft” and “vandalism” 
as used in the policy are to be given 
the “meaning attributed to them in com- 
mon use.” It is settled that theft means 
the taking and carrying away of the 
personal property of another with the 
intent unlawfully to deprive that other 
permanently of the use of it. Vandal- 
ism is a term of less definite meaning. 
Originally it meant the barbaric and 
ruthless destroying or spoiling of some- 
thing venerable, artistic or beautiful. 
1s used in the policy in question which 
insures against damage to the automo- 
bile we think the term refers to such 
wanton and malicious acts as are in- 
tended to damage or destroy the prop- 
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62 years. And by the same token, no company is better equipped 
than F&D to act swiftly and authoritatively in connection with 


all bonding propositions. 
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erty insured. Such are acts similar to 
those which according to criminal lax 
are punishable as malicious mischiej. 

The evidence in the instant case 
would not warrant a finding by the jur) 
that the plaintiffs automobile wa: 
caused to collide with the tree by rea- 
son of either theft or vandalism. It 
could be found that the automobil: 
had been caused to move from its posi- 
tion by reason of human intervention 
But there was no greater probability 
that the force which caused the auto- 
mobile to move was applied intention- 
ally by a thief or vandal than, for ex- 
ample, by some negligent act of the 
operator of another automobile or the 
act of a child in play. The evidence 
leaves the cause of the impulse to the 
automobile a matter of speculation, con- 
jecture and surmise. 


DOES POLICY SURRENDER 
HAVE TO BE PHYSICAL ? 


In the case of Bankers Life Company 
v. Jacoby (U. S. Court of Appeals, 
Ninth Circuit. Nov. 7, 1951) the ques- 
tion was whether the assignee of the 
policy had to surrender the policy it- 
self physically in order to recover the 
cash surrender value. 

The insured had failed to continue 
the premium payments but the “ex- 
tended insurance” provision kept the 
policy in force at the time of the de- 
mand for the cash value. The provision 
as to cash surrender value read: “thi- 
policy may be surrendered with a 
proper release to the Company at its 
home office for: (A) its cash surrender 
value.” 


Affirmation 


It was the company’s contention that 
this language made the actual physical 
surrender of the written policy itself a 
condition precedent to the collection o! 
the cash surrender value. 

The contention was rejected by the 
U. S. District Court where the case was 
tried and the Appellate Court affirmed 
in these words: 

“What is to be surrendered here is 
not the policy but the extended insur- 
ance.” We cannot find in this phrase- 
ology any language which requires « 
construction in accordance with th 
contention of the appellant. If it were 
intended that the physical delivery and 
surrender of the document itself shoul: 
in all cases be a condition precedent to 
the payment of any cash value, it woul 
have been a simple matter to find ap- 
propriate words to that end. The gen 
eral rule relating to construction o! 
insurance policies, is that since th 
policy is drawn by the company, an 
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doubts or ambiguities must be resolved 
in favor ef the claimant. 

(Aschenbrenner v. U.S. F. & G. Co., 
292 U. S. 80, 84.) 

“The language referred to makes no 
vception for cases where the policy is 
destroyed, lost or otherwise becomes 
unavailable. Since the policy is but evi- 
dence of a contract, it cannot have been 
vithin the contemplation of the parties 
that the loss of the document would be 
the equivalent of loss of the contract 
tself.” 


The Duty to Defend 


HE insared was the owner and op- 

erator of a restaurant. He obtained 
a liability policy from the National Cas- 
ualty Company covering the operation 
of the restaurant. The policy stipu- 
lated: “Assault and battery shall be 
deemed an accident unless committed 
by or at the direction of the Insured.” 
The policy had the usual clause agree- 
ing to defend suits even if groundless, 
false or fraudulent. 

While the policy was in force a man 
named Pine was injured in the insured’s 
restaurant. The company was notified 
and it investigated the occurrence. Fol- 
lowing the investigation, the insured 
was orally notified that the incident was 
not within the coverage of the policy. 

Pine sued the insured in the U. S. 
District Court for the District of Colum- 
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bia for $50,000. Pine’s complaint al- 
leged that he was lawtully on the 
restaurant premises “when without just 
cause, reason or provocation, the de- 
fendant (insured) brutally and most 
cowardly with force and arms set upon 
the plaintiff (Pine), knocked him to the 
floor and beat and wounded the plain- 
tiff, and gave him a compound fracture 
of the ieg. which injury has since ne- 
cessitated the amputation of said leg.” 
The insured retained his own attor- 
ney and successfully defended the suit. 
However, a month before the trial the 
insured’s attorney wrote the company 
about the impending litigation and de- 
manded that the company defend the 
action. The company refused. After 
the decision in the insured’s favor was 
given he sued the company for the 
amount expended for costs and attor- 
ney’s fees. The Court, however, decided 
in favor of the company, the gist of its 
decision being found in these words: 
We turn to the main question in the 
case. Was the insurance company obli- 
gated to defend the Pine suit on behalf 
of the insured? The nature of the cov- 
erage afforded by the policy is indicated 
by the use of the words “caused by ac- 
cident” and it seems clear that under 
the policy provision an assault com- 
mitted by or at the direction of the 
insured was not within the coverage of 
the policy. Insured does not contend 
otherwise but argues that regardless of 
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the insurance company’s responsibility 
to pay a judgment if one had been 
rendered against insured, there was a 
duty on the insurance company to de- 
fend the action. 

The obligation of the insurance com- 
pany to defend an aciion against in- 
sured, as distinguished from its obliga- 
lion to pay a judgment in that action, 
by the overwhelming weight of author- 
ity is to be determined by the allega- 
tions of the complaint. This obligation 
is not affected by facts ascertained be- 
fore suit or developed in the process 
of litigation or by the ultimate outcome 
of the suit. If the allegations of the 
complaint state a cause of action within 
the coverage of the policy the insurance 
company must defend. On the other 
hand, if the complaint alleges a liability 
not within the coverage of the policy. 
the insurance company is not required 
to defend. In case of doubt such doubt 
ought to be resolved in the insured’s 
favor. 

In the instant case it is plain that 
Pine’s complaint alleged a personal as- 
sault and battery committed by the in- 
sured and it is also plain that such a 
claim was outside the policy coverage. 
Under the test above stated it follows 
that the insurance company was not 
obligated to defend. 

(Boyle v. National Casualty Co., Mu- 
nicipal Court of Appeals for District of 
Columbia, November 19. 1951.) 
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sales 
| 


RTHUR GODFREY states he has 

“a bunch of insurance.” Mention- 
ing accident and health particularly, 
he says that some day he'll probably 
get sick “just to see if it works”... 
Every fire card in your files is a lead to 
possible life, accident and health, cas- 
ualty and surety business. You've al- 
ready done some business together; do 
some more . . . Here’s how I myself 
would like to die: First, I'd like to live 
to be 98—then be shot by a jealous hus- 
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By KENILWORTH H. MATHUS 
The Idea Man 


briefings 


band ... Do you offer ‘round the clock 
telephone service? If-not-why-not? If 
so, is it clearly so stated in the tele- 
phone book, on your own printed sales 
literature, and on your letterheads and 
calling cards? ... March: Normally a 
good month for selling accident and 
health and automobile fire and theft. 
April: Expect normally good sales 
on automobile collision, fire and theft, 
and plate glass. 

If a firm has insufficient checks and 
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—hyphen smith 


INSURANCE TERMS ILLUSTRATED: Excess of the deductible. 
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balances, it needs dishonesty insuranc: 


lf it has no outside audits, it need. 


dishonesty insurance. If it has n 
proper control of inventory, it need: 


dishonesty insurance. And even if i: 


has one or more trusted employees 


yes, you've guessed it—it needs dishon- 
. . Know a man whe 


esty insurance . 
places farm loans for a life insurance 
company? Get his cooperation to hel; 
you sell livestock and farm machinery 
floaters . . . If you are handling gen 
eral lines for a firm, it’s a fairly easy 
step to sell them business life insurance 
on the lives of partners, key executives, 
etc. . . . What’s your most interesting 
sale? The biggest one? The toughest 
one? The one most urgently needed, 
either by you or the prospect? Let me 
tell you my idea: it’s the next sale 
you're going to make. 

A sheet of five perforated checks, 
with carbon, can be run off on the type 
writer, torn off and used as the occa- 
sion requires. When all five originals 
have been used, the underneath (car 
bon) copies become a part of the 
agency's cash disbursements record 
book . . . Combination of an extra 
large, super sensitive mail weighing 
scale and a small type mail meter- 
ing machine did two things for one 
local agency: (1) Reduced the num- 
ber of good-natured (?) complaints that 
insufficient postage had been used in 
certain specific instances. and (2) ef 
fected a small saving in the grand total 
of the agency’s mailing costs . . . More 
than one agency has found that it pays 
off to work up for each and every client 
an abbreviated chart or tabulation sheet 
that not only shows at a glance what 
protection he does have but. also impor- 
tant. what coverage he still Jacks. A 
quick reference to these personal charts. 
prior to every contact or telephone call. 
fortifies the agent in advance . . . One 
Eastern agency has developed an “order 
pad” that eliminates writing letters for 
certain simple policies. Original is sent 
to the company. carbon kept in the 
agency’s files. 


FACTS AND FIGURES. People are 
marrying today at younger ages than 
ever before. The “average” man is 25, 
his bride 23. In one year they have their 
first child, with others following two 
years and four years later. After the 
last children leave home when their 
parents ore 45 to 50, the couple has an 
expectancy of 11 years together. Th: 
widow usually survives her husband by 
13 years . . . 54% more people own 
their own homes than in 1940 
Median income is $2016, or more tha: 
21% times what it was back in ’39... 
When a leading university conducted 2 
nationwide survey as to weaknesses < 
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salesmen, these five stood out: (1) 
waste of time (2) lack of daily plan 
(3) too short a working day (4) lack 
ol proper selling methods (5) lack of 
sufficient knowledge of just what they 
were selling. Do any of your own short- 
comings fit in anywhere here? 

PROMOTION POINTERS. Why all 
the phuss ’n’ pheaters? All you hafta 
do is to see some guy that needs in- 
surance. Simple, eh? A California in- 
surance man says this “See the people” 
idea is only half the battle. “See a lot 
of people,” says he ... With more than 
150 different kinds of casualty insur- 
ance available, whatever it is that your 
prospect client needs, you're pretty sure 
to have it . Watch, but fast, the 
building permits list as issued from 
time to time in your own community. 
You'll learn immediately of many an 
important pending change of address 
or change of status. A renter is on the 
way to becoming a home owner; a 
contractor is set to come into the money, 
etc. And nearly all such changes bring 
with them need for temporary or last- 
ing coverage .. . “Life” insurance for 
a business doesn’t necessarily have to 
be confined to one of the life forms 
based on human life, like life insurance 
on key executives, group, pensions, etc. 
It might also be fire insurance, business 
interruption, a commercial blanket 
bond or a number of “non-life” forms. 
They all help to save the “life” of a 
business should an emergency arise. 

Are casualty rates based on relation 
of premiums and losses, or exposure 
and losses? Know the answer? ‘ 
Rain insurance: A character in “The 
Philadelphia Story,” about to be mar- 
ried, was advised to insure against the 
possibility of its raining on her wed- 
ding day. Seems she wouldn’t hear of 
it. though. “If I was God,” she said, 
“and someone bet I wouldn’t let it rain, 
I'd show him fast enough.” .. . Yep, 
all accident and health does is to pro- 
tect man’s greatest asset—and that’s 
his earning power . . . An insurance 
survey places “first things first.” It 
enables the business man, with the help 
of his insurance adviser, to come to an 
intelligent decision as between all the 
insurance coverage he would like to 
have, and the practical amount that he 
shouldn’t be without and should “af- 
ford.” 

ne (almost too simple) way to out- 
line a brief insurance program for a 
men is merely to group his needed cov- 
ersges into two broad classifications. 
One group shows him coverages against 
risks that would absolutely flatten him 
financially; the other group will make 
him sleep a little more soundly at nicht 
(against the possibility of contacting 
what might be called a severe case of 


financial embarrassment) ... There are 
at least 20 types of professional liability 
insurance. Looked into ‘em all? ... 
Would you hire yourself as a salesman‘ 

For local agency advertising, there 
are two simple devices that just can't 
be beat: Claim checks, and testimonial 
letters. Display pictures or photostats 
of each, together with photographs of 
the individuals concerned, in your news- 
paper advertising and direct mail, with 
the framed originals hanging on the 
walls of your agency offices. (Be sure 
to get written release in each case, so 
that you are free to use the testimonials 


und pictures for advertising purposes; 
otherwise, you might find yourself in 
need of a little “liability” insurance 
yourself ... lf you're looking for pros- 
pects, for almost any type of coverage, 
compare the listings in the old and new 
editions of the classified telephone di- 
rectory. This applies, of course, most 
pertinently to individuals, such as pro- 
fessional men. When you find a name 
on the new listing that wasn’t on the old, 
the chances are that the man is a new- 
comer to town. Perhaps he hasn’t yet 
gotten a new insurance adviser. And 
perhaps you can be the one. 
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By FORREST L. MORTON 


Analyst and Adviser in Estcte and Tax Matters 


tax analysis 


HOW WOULD YOU EVALUATE 
CLOSELY-HELD STOCK? 


NE of the most troublesome prob- 
lems confronting the life insur- 
ance underwriter in his attempt to sell 
life insurance for the purpose of financ- 
ing so-called “Buy-And-Sell” agree- 
ments between partners and stockhold- 
ers of close corporations is the question 
of placing a proper value on the busi- 
ness interests. Some underwriters do 
attempt to suggest various methods 
which might be used in arriving at such 
a value, but it is believed that in a 
majority of cases this practice is un- 
sound. It is usually much better for 
the underwriter to recommend that the 
value be fixed by the owners as a basis 
of what they would be willing to accept 
for their interests in the business, or 
that the figure be arrived at after con- 
sultation with the company’s auditor 
or accountant. 

A recent Tax Court case will serve 
to illustrate this problem. The Court’s 
decision is in the case of the Estate of 
Charles H. M. Atkins v. Commissioner. 
dated October 18, 1951. 

At the time of his death on April 14. 
1947, Mr. Atkins owned 3748 of the 
7821 issued shares of the Warner Ele- 
vator Manufacturing Company. The re- 
maining shares, except 10 shares of 
Treasury stock, were held principally 
by Company employees and their rela- 
tives. 


Value of Stock 


Mr. Atkins’ son, Warner L. Atkins. 
as the executor of his father’s estate. 
valued the stock at $374,800, that is. 
at $100 per share, for Federal estate 
tax purposes. The Commissioner of 
Internal Revenue determined the value 
to be $220 per share for a total valua- 
tion of $824,560, and determined an 
estate tax deficiency of $233,816.80. 
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Among the facts stipulated in this 
case are the following: 

Warner L. Atkins is president and 
a director of the Warner Company 
which was incorporated under the Jaws 
of Ohio in 1887, and is located at Cin- 
cinnati, Ohio. The corporation manu- 
factures elevators and also repairs and 
maintains existing elevator  installa- 
tions. The Warner Company is en- 
gaged in competition with over 30 
firms in the elevator business and it 
reported less than 2 per cent of the 
sales bookings of new geared elevators 
during the period in question. 

The stock of the Company is not 
listed on the stock exchange and there 
have been only a few sales since 1929. 
The estate of a former employee made 
several sales of five shares each in July, 
1947, and 25 shares were sold in No- 
vember, 1947, at $100 per share. One 
sale of 20 shares was made on April 
5, 1949, at $100 per share by the gen- 
eral superintendent of the Company to 


the Atkins Realty Company of which 
Warner L. Atkins is president. 

The Company’s balance sheet at ‘ie 
close of the calendar years 1947 ard 
1948 is shown in Table I. 

On April 14, 1948, the Company held 
securities as assets acquired throuch 
the investment of corporate earnings +s 
shown in Table II and the officers of 
the Company had not intention of lig 
dating the corporation or distributi 
these security assets. 


oc 


The Company owned over 60 pie 
of large machinery which were mo 
than 20 years old. The replaceme 
cost of these items had been estimated 
at $400,000 and $500,000. 

The gross sales, net profits (after 
income tax), and dividends per share 
for the years 1944 to 1948. inclusive, 
are shown in Table III. 

(NOTE: At this point, it might be 
of interest to the underwriter who feels 
that he has sufficient knowledge to fig- 
ure out the value of this business for 
Federal estate tax purposes to see how 
near he can come to the value of this 
business for Federal estate tax pur- 
poses to see how near he can come to 
the value arrived at by the Tax Court 
which may be found at the end of this 
article.) 





The opinion of the Tax Court 
follows: 

“The sole issue in this proceeding 
requires the determination of the fair 
market value of 3748 shares of stock 
held by the decedent at his death. The 
question is one of fact, and there is 
no one definite formula to fix the value 
as that term is used in the statutes. 
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The stock of the Warner Company, a 
closely held corporation, was not listed 
on the stock exchange and no market 
price quotations are available. There 
were three series of sales at $100 per 
share within a period of one year of 
the critical date, April 14, i948. These 
sales at par, however, involve only a 
few shares and are not necessarily con- 
clusive for purposes of evaluating 3748 
shares. Various factors which would 
influence a buyer and seller are em- 
ployed in the determination of the 
value of stock in a closely owned cor- 
poration in the absence of representa- 
tive sales. *** Among the criteria to 
be considered are yearly earnings, as- 
set value, dividends paid, net worth, 
and expert opinion. Under section 811 
(k), Internal Revenue Code, the value 
of securities of corporations engaged 
in a similar business which are listed 
on the exchange are to be considered 
as a recognized test of value.*** 
“The average book net worth of the 
corporation in 1947 and 1948 was 
$1,512,005.60, and the book value of 
the stock averaged over $190 per share. 
The value we seek, however, is the 
fair market value of a 48 per cent 
stock interest and book value may not 
reflect the price a willing and informed 
buyer and seller would agree to. *** 


Capitalization of Earnings 


“A method of evaluating stock in a 
close corporation, sometimes used, is 
the capitalization of average earnings. 

“The respondent objects to this 
method because of the large accumu- 
lation of securities held as capital assets 
which were not devoted to manufactur- 
ing. The respondent contends that the 
value derived from the capitalization of 
earnings must be increased by the 
added value of the excessive capital 
which should be distributed to the 
stockholders. The petitioner, however, 
claims that the stock, land trust certifi- 
cates and Government bonds were 
needed by the corporation to aid in the 
replacement of old machinery and to 
help obtain business by demonstrating 
a s'rong financial position to prospective 
purchasers who are interested in service 
of the elevator over its long life. A 
further need for these securities is said 
to exist in obtaining performance guar- 
antee bonds as a preferred risk at 
lower rates. 

“In a practical appraisal of the value 
of stock the question of whether work- 
ine captial was excessive or not may 
depend, to a great extent, upon the 
business judgment of the person making 
the determination. In any case, there 
is nothing to indicate that the liquidat- 
ing value of these securities would be 








Table II 


Domestic Corporation Stocks and Land Trust Certificates 


Municipal Bonds 
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$ 171,414.75 
158,694.57 
261,417.50 
501,280.00 


$1,092, 806.82 








distributed to the stockholders. The 
president of the corporation testified 
there was no intention of liquidating 
and that the Company, with its con- 
servative dividend policy, utilized earn- 
ings to buy these stocks and bonds for 
the reasons stated above. 

“Another relevant factor in the de- 
termination of a value for these shares 
is the fact that this stock would not 
possess the marketability of listed se- 
curities. *** For this reason, the stock 
of a closely owned corporation would 
probably, in normal circumstances, sell 
at a lesser figure than comparable stock 
on the exchange. The value of the 
underlying assets must be considered 
with this factor in mind. 

“Petitioner's two expert witnesses 
estimated the value of the stock at $65 
and $90 per share, respectively. Re- 


spondent’s expert witness fixed a value 
of $140. The respondent in brief makes 
a lame effort to defend the value of 
$220 per share fixed in the notice of 
deficiency. This value was based on a 
capitalization of assumed dividends of 
$12 and giving effect to his contention 
that the securities account was exces- 
sively large. 

“Upon consideration of all of the 
facts and circumstances, and by the 
employment of our best judgment, we 
determine that the value of the Warner 
Company stock on April 14, 1948, was 
$105 per share.” 

It might be of interest to know, in 
closing, that this value of $105 per 
share is equivalent to approximately 
91% per cent by capitalizing the average 
earnings for the five-year period from 
1944 to 1948 inclusive. 
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"You know, Mr. Crumley, ‘how doth the busy bee.'" 
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Health Needs Commission 
NONTROVERSIAL since the day its 


members were named, the Presi- 
dent’s Commission on the Health Needs 
of the Nation isn’t likely to create much 
friendship between the Administration 
and the American Medical Association. 
Dr. John W. Cline, AMA president, has 
termed creation of the group “a shock- 
ing attempt to give White House sanc- 
tion to the brazen misuse of defense 
emergency funds for a program of 
political propaganda . . .” 

President Truman, in reply, said the 
only purpose of the commission is “to 
get representative opinions from both 
the medical profession and the lay 
public on the best means for alleviating 
the suffering of millions of Americans.” 
He has directed members to study these 
subjects: 

1. Present and prospective supply of 
physicians, dentists, nurses, and other 
medical personnel, and the ability of 
schools to supply the numbers needed. 

2. Adequacy of local public health 
units to meet the demands of civil 
defense requirements. 

3. Problems created by the move- 
ment of workers to defense production 
areas, possibly requiring relocation of 
medical personnel. 

4. Manner in which existing and 
planned medical facilities meet present 
and prospective needs. 

5. Current research activities in the 
health field, and the research program 
needed. 

6. Effect on maintaining health stand- 
ards of actions taken to meet long- 
range military, civil defense, and vet- 
erans requirements. 

7. Adequacy of private and public 
programs designed to provide funds 
for medical care. 

8. Amount the Government should 
contribute to communities for health 
purposes. 
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By RAY M. STROUPE, Washington Bureau 


Budget Roundup 


IGH income and high Federal 

spending will typify the current 
year. A third characteristic, high taxes, 
also must be listed though Congress is 
unlikely to act on the Administration’s 
request that new taxes amounting to $5 
billion will be needed if government 
intake is to come anywhere close to 
President Truman’s $85.4 _ billion 
budget. 

The budget itself, largest in peace- 
time history, is getting a skeptical eye 
from lawmakers on Capitol Hill. Many 
are on record as saying the total asked 
can be and must be sliced by some 
billions of dollars. Not even the most 
optimistic Congressman, though, sees 
much hope of reducing government ex- 
penses below $80 billion in the year 


ahead. 

At that figure, about 30 per cent of 
the national income will be required for 
government use. Direct defense pur- 
chases and investments in military sup- 
plies for friendly nations overseas will 
account for 60 cents of each dollar the 
government spends. Financial backing 
for the rearmament program means the 
earmarking of more materials for mili- 
tary hardware—tanks, ships, planes, 
guns, ammunition—and less for motor 
vehicles and other consumer hard 
goods. 

Some important features of the bud- 
get request are: 

Defense Costs—These are estimated 
at $51.2 billion for our armed forces, 
$10.5 billion for military, economic, 
and technical aid to other nations, and 
$1.8 billion for atomic energy activities. 
This last figure will grow, as added at- 
tention is given to an expanded atomic 
energy program. Spending for defense 
is expected to level off at about $5 
billion a month during the year. 

Military Services—This portion of 
projected spending for security purposes 
includes funds to maintain armed forces 
totalling 3.7 million men and women. 
Planners have set new goals of a 143- 
wing Air Force. an Army of 21 divi- 
sions, a Navy with 408 major ships and 


16 large carrier air groups on active 
duty, and a Marine Corps of three divi- 
sions. Aircraft buying will require $11 
billion, while $9 billion will be needed 
for other principal procurement and 
production items. Operation and main- 
tenance of military property are ex- 
pected to cost $12.1 billion, unkeep of 
military personnel $11 billion, and re- 
search and development $1.4 billion. 

Public Health—Promotion of public 
health is expected to cost $341 million, 
or about $41 million less than in the 
current fiscal year. The amount is lower 
because smaller outlays are planned in 
the Federal-state hospital construction 
program. In addition to hospitals, a 
large portion of the money appropri- 
ated will be used for grants-in-aid to 
facilitate control of venereal disease 
and tuberculosis, mental health, ma- 
ternal and child health, and detection 
of cancer and heart disease. 

Social Security—A slight decline is 
foreseen, from about $2.68 billion in 








this fiscal year to $2.66 billion in fiscal 
1953. Mr. Truman recommended that 
the top limit on covered annual income 
be raised from $3,600 to $6,000, but 
made no suggestion that the withhold- 
ing rate be increased. If Congress legal- 
izes the $6,000 maximum, an employe 
earning that amount, as well as the 
office employing him, will have to con- 
tribute $36 more per year. 

An argument was presented for rais- 
ing average primary benefit rates by 
about $5 per month to $47 “without in 
any way increasing the contribution 
rates in present laws. The President 
backed a recent proposal by five mem- 
bers of Congress that military person- 
nel, farmers, and additional groups |e 
brought under Social Security coverage. 

Housing—Areas of high defense pro- 
duction, where housing is scarce, wil! 
get considerable government attention 
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CCORDING to an Indian myth, a mighty giant who 
A used Cape Cod for his bed flung his moccasins into 
the sea because they were full of sand. The one 
nearest the mainland became Martha’s Vineyard and the 
other Nantucket which in the Indian tongue meant the 
Far-Away Island. 

The first white settlement on Nantucket was formed by 
a group who in 1659 bought the island from Thomas 
Mayhew of Martha’s Vineyard; his price was thirty 
pounds and “two Beaver Hatts, one for myself and one 
for my wife.” Leader of the settlers was Tristram Coffin 
of Salisbury, Massachusetts, whose family became one of 
the most prominent on the Island. 

For a time the island was torn by a feud between Tris- 
tram Coffin and John Gardner, but the breach was healed 
by the marriage of Tristram’s grandson Jethro Coffin and 
John Gardner’s daughter Mary. As a wedding present, 
Mary’s father gave land and Jethro’s gave lumber for a 
home. Built in 1686, this house is now Nantucket’s oldest 
and gets its name from the odd-looking chimney ornament, 
believed by some to be meant for a horseshoe. 

One night in Jethro’s absence a drunken Indian who 
had hidden in the attic fell through the loose board floor 
to a closet beneath. The crash awakened Mary who saw 
him emerge from the closet and squat on the hearth 
where he began sharpening his knife. In terror, she seized 








The Home, through its agents and 
brokers, is America’s leading 
insurance protector of American homes 
and the homes of American industry. 
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her baby and fled in search of help. The Indian was in 
close pursuit but he plunged headlong down a flight of 
stairs to the hall below where Mary’s rescuers found him 


lying in a stupor. As Nantucket Indians never made 
trouble except when under the influence of liquor he was 
released. 

In the 19th century Nantucket became the country’s lead- 
ing whaling center and, though its population never 
reached 10,000, at one time it was the third richest munici- 
pality in Massachusetts. Whaling ships from the Far-Away 
Island girdled the globe, their hard-won cargoes bringing 
wealth to most of the island’s families. 

In the possession of the Coffin family for many years, 
the Horseshoe House is now owned by the Nantucket His- 
torical Association. 
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in the coming year. Federal Housing 
Administration plans to insure $4.3 
billion worth of mortgages—a rise from 
the estimated $4.1 billion this year. 
Credit for defense housing would cause 
the increase. 

Civil Defense—Federal outlay for 
civil defense will grow from $44 million 
in fiscal 1952 to $339 million in the 
coming year, Congress willing. The 
budget message pointed out that civil 
defense is esentially a responsibility of 
state and local governments, but added 
that there are “danerous gaps” in the 
program today. Hence the sharp rise in 
the amount requested. 
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Flood Insurance—FEstablishment of a 
$50 million flood insurance fund was 
Mr. Truman’s proposal to meet im- 
mediate threats of disasters similar to 
the Kansas-Missouri crises last year. As 
a broader measure, he repeated his 
previous recommendation that Congress 
establish a Federal flood insurance 
system. The legislators turned down the 
idea when it was first presented. 

War Damage Insurance—No mention 
of actual funds was made in this con- 
nection. The President called for legis- 
lation to permit the government to pro- 
vide money to individuals and business 
firms losing property under enemy at- 


There’s no hocus-pocus about 
these three steps. Two of them, in 
fact, you know about already but 
possibly through sheer human 
inertia just haven’t been follow- 
ing: 


I. When you figure you're 
through for the day, try 
making just one more call. 


2. Try “early bird” calls, while 
your competitors are still 
clearing off their desks. 


&. Wherever possible, have 
something special to sell. 


Reporting Forms give National 
of Hartford Group Agents that 
third item. These special fire in- 
surance forms render special serv- 
ice to merchants . . . protect fluc- 
tuating inventory values at all 
times. Insured gets full protection 
when inventory is high; pays only 
for coverage needed when inven- 
tory is low. 


Reporting Forms produce busi- 
ness for National of Hartford 
Group Agents. They'll produce 
for you. Let the National of Hart- 
ford Fieldman show you how. 


NATIONAL OF HARTFORD GROUP 
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tack and to maintain “minimum jv». 


comes.” He restated his contention th; 
expenditures might be too great {; 
adequate handling by private or pub! 
systems. 

Veterans’ Services and Benefits 
Planned costs of pensions and compen 
sation, education, hospital care, an 
other types of assistance amount 
about $4.2 billion. This is in contras 
to an estimated $5.1 billion being spen 
for these programs at present. 

Largest single item here is $2.1 bi! 
lion for compensation and pension pa\ 
ments to more than three million i: 
dividuals and families. Of the su 
named, $618 million will be in the forr 
of pensions for persons with non-se: 
vice-connected disabilities. 

Indemnity payments to families o 
deceased servicemen will total $9 mi! 
lion. under the new insurance system 
provided by Congress last year. Esti 
mated payments for beneficiaries of 
older types of policies—National Ser- 
vice Life Insurance and U. S. Govern- 
ment Life Insurance—will be about $61 
million. This combined figure of $70 
million is reduced to $68 million by 
receipts from revolving funds financing 
the insurance system created in 1951. 

Highway Projects Expenses for 
road-building will be held below the 
authorized annual level of $500 million, 
partly because of the steel shortage. 
Fiscal 1952 spending is estimated at 
$412 million; in the coming year it is 
expected to drop to $400 million. Spe- 
cial emphasis is being given to the 
Interstate Highway System, made up of 
roads deemed essential to both defense 
and civilian highway traffic. 


Protest Against NBFU 


MERICAN Municipal Association 
members ended their recent Wash- 
ington convention on a relatively happy 
note by resolving to cooperate with the 
National Board of Fire Underwriters 
and other interested persons in attain- 
ing revised fire insurance rating and 
grading schedules. 

These representatives of city govern- 
ments insisted there is a need for rate 
revision “to insure a reasonable rela- 
tionship between risks and losses. to 
make certain that penalties are reason- 
able and understandable, and to pro- 
vide a positive system of rating ‘to 
reward municipalities making improve- 
ments in fire protection.” 

On the day before the municipal 
officials drafted their resolution, they 
heard Mayor Clark E. Tucker of Ken- 
sas City, Kans., predict that larze 
cities will show more interest in se!f- 
insuring public property unless NBI'U 
displays greater cooperation with mui- 
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cipal governments on rating and grad- 
ing problems. Mr. Tucker, chairman 
of the AMA fire insurance committee, 
said he was not criticizing the job be- 
ing done by individual insurance com- 
panies. 

He had additional fault to find with 
the underwriters, however. When fire 
protection improvements are made, he 
charged, underwriters should give 
speedier recognition to good loss ex- 
perience and cut rates accordingly. 
Ordinarily, there is too long a time 
interval between improvements and 
rate adjustments, Mr. Tucker said. 

[he mayor also called for a more 
thorough modernization of the NBFU 
grading schedule and asked that city 
officials be given ready access to grad- 
ing tables. He told his audience he 
views city governments as “natural 
centers” for fire prevention and fire 
fighting operations. 


Survival Films 


IVIC groups in widespread areas 

this year will be showing and 
viewing films of the “Survival” series 
sponsored by Federal Civil Defense 
Administration as a means of mutual 
protection. 

First showings of these film record- 
ings, made up of seven half-hour pro- 
grams, were given over a_ national 
television network last summer. In 
December, copies of the series were 
shipped to directors of the nine civil 
defense regions and placed on the pro- 
grams of additional TV stations. 

Regional directors are instructed to 
keep the units going, cost free, by 
having them shown before interested 
groups of citizens, on request of state 
directors. 

Covered in the series are the effect 
of atomic bomb attack on residents of 
a community, the road to organized 
civil defense protection against attack, 
government action, and measures by 
which families can protect themselves. 
Speaking of the effect produced by the 
initial presentation of the films, FCDA 
Administrator Millard Caldwell said: 

“The response of industry, press, and 
the public calls for the widest showing 
of these programs to cities, towns and 
communities throughout the United 
States,” 

Looking about him at the organiza- 
tien that has enrolled approximately 
1,900,000 volunteers in slightly more 
than a year of operation, Mr. Caldwell 
reported that the nation is “far more 
reidy and far more aware of the 
dengers of enemy attack than ever be- 
fore in our peacetime history.” 

Behind FCDA are what its chief 


describes as an intensive year of plan- 


ning and organizing the nucleus of 
civil defense around permanent state 
and municipal services, such as fire, 
police, welfare, and medical services. 
Growth of the organization also can be 
attributed, Mr. Caldwell said, to a 
greater —though inadequate — public 
grasp of the dangers of atomic, biolog- 
ical, and chemical attacks. 


Unemployment Insurance 


ARLY estimates placed unemploy- 
ment insurance reserves of all 
states at a new high of $7,800,000,000 
at the close of 1951. Moreover, officials 
of the Labor Department Bureau of 
Employment Security estimated tax col- 






lections this year will be about double 
unemployment benefit outlays. 

Robert C. Goodwin, chief of the 
bureau, said losses suffered by the 
Unemployment Trust Fund because of 
heavy benefit disbursements. in 1949 
and early 1950 were more than re- 
stored by the end of September, 1951. 
Tax collections plus interest earned by 
the fund between June 30, 1950, and 
last Sept. 30 exceeded actual disburse- 
ments by $920,000,000. 

Rapid build-up in the trust fund 
reserves, according to Mr. Goodwin, 
has been due primarily to high em- 
ployment conditions prevailing in most 
labor markets sihce the rearmament 
program began. He said a slightly 
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There is one field in which amateurs outperform professionals. 
That is in the field of CRIME. Accountants estimate that em- 
ployees today steal five times as much loot in cash and merchan- 
dise as do professional criminals! In the banking field, the story 
of embezzlements has been little short of sensational in past 
These are pretty conclusive reasons why Fidelity Bonds 
are a necessity for every commercial and financial institution. 
American Casualty’s 3-D Policy offers the ideal way to combine 
both Fidelity and other essential crime insurance, including the 
very important Merchandise Theft coverage. 
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higher average insurance tax rate on 
employers also has boosted unemploy- 
ment insurance tax collections. 

Mr. Goodwin believes the states now 
are doing a more thorough job of pre- 
venting fraud in connection with bene- 
fit payments. To bear out this conten- 
tion, he presented the following figures 
based on reports for the April-June and 
July-September quarters of 1951: 

“In the July-September quarter the 
number of cases where individuals were 
found to have obtained payments 
through willful misrepresentation to- 
taled 9,759 as contrasted with a total 
of 18,003 in the quarter ending June 30. 


September quarter totaled $725,602 as 
contrasted with $1,151,234 during the 
quarter ending June 30.” 


New Security Bill 
FFICIALS of the military depart- 


ments didn’t climb aboard when 
five Democrats in Congress preceded 
the current Capitol Hill session by 
announcing they would introduce a bill 
extending Social Security coverage to 
11,000,000 more workers, including 
members of the armed forces. 
Principal reason for this lack of im- 
mediate enthusiasm is the difference 
between military and civilian concepts 


earned. There is, on the one hand, the 
viewpoint of the services that a rela- 
tively young man or woman is needed 
to meet the demands of many jobs on 
the extensive list of military occupa- 
tional specialties. Exceptions to the 
rule that a serviceman must retire whe 
he reaches a stipulated age are infre- 
quent. Furthermore, the opportunit) 
for voluntary retirement after comple- 
tion of 20 years’ service looks attractive 
to many young soldiers, sailors, an:| 
airmen. 

No evidence exists, however, to in- 
sure that military leaders will oppose 
Social Security coverage for service- 
men, if they are called upon for state- 


Overpayments due to willful misrepre- 
sentation and fraud during the July- of the basis on which benefits are ments—as appears certain when the 


bill is presented for committee hearings. 

The military represents only one ele- 

: ment a broadened Social Security sys- 
tem would cover. Also included would 
be 4,500,000 farmers, 1,400,000 farm 
workers, 1,300,000 domestic workers, 
and 30,000 professional self-employed. 

Changes contained in the bill include 
the increasing of the maximum wage 
base on which payments are made from 
$3,600 to $4,800 per year; provision of 
coverage for the permanently and to- 
tally disabled; and computation of 
payments on a worker’s 10 best con- 
secutive years of covered earnings, 
rather than on his lifetime wage 
average. 

Sponsors of the measure, who call 
the current Social Security system 
“very inadequate,” believe their bill 
has good chances for success. Their 
contention is that: “Its coverage is far = 
too limited. Too many of our citizens 
are still outside it.” 


can best serve your community 
by helping to reduce— 














“‘TEENICIDE” continues to be a major contributing 
factor to the terrible record of death and destruction 
on our streets and highways. 

Surveys made in several states all point to the fact 
that “Teenicide” drops sharply among drivers under 
25 who have completed driver training courses in high 
schools. 

If driver training courses are now available in your 
community, you can perform no greater humanitarian 
service than to encourage, by every means possible, a 
maximum enrollment in these courses. 

If there are no such facilities, your time and energy 
will be well rewarded in convincing school authorities 
that these courses pay dividends in the saving of human 
lives, and should be a part of every school program. 
The agent often has more influence in civic affairs than 
he realizes. By promoting driver training courses with 
full attendance, he not only assists in saving lives, he 
helps to make the business in which he is engaged a 
better one in every way. 


CENTRAL SURETY AND INSURANCE (ORPORATION. 


R. E. McGINNIS, President 


HOME OFFICE KANSAS CITY, MISSOURI 














PROMOTION: Edward C. Lynch 
was recently made manager of the 
Claims Division of the General Ac- 
cident and Potomac Companies. 
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There’s no ceiling on sales when a cut in office detail shakes you loose for more selling 
work. One of the things agents like about Ag-Empire is the lack of red tape. Ag-Empire 


operation is agent-minded. Result . .. Ag-Empire agents aren’t burdened with paper 


work. Fieldmen are on the job doing their job. If you'd like Ag-Empire to help with your 


4 sales curve, remember .. . 
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Oppose Government Bill 


FEDERAL BILL to extend amount 

and benefits of Canadian Govern- 
ment annuities is being opposed by life 
insurance companies, life insurance un- 
derwriters and fraternal societies 

Since 1908 the Canadian government 
has been issuing annuity contracts 
which differ in many respects from 
those offered by life insurance compa- 
nies. Under deferred contracts of the 
Government there is no compulsion to 
make payments; the annuitant may pay 
in as little or as much as he wishes and 
at any time, the income he receives be- 
ing calculated on the total amount paid 
in. Annuity may be started at any age 
and he gets the income which the pay- 
ments made plus interest will buy at 
that age. Government annuities have 
no cash surrender or loan values. They 
contain no disability benefit. No lump 
sum is payable except when death oc- 
curs before the annuity starts, in which 
case all payments made with compound 
interest is refunded to the heirs. The 
measure was not designed to furnish 
annuities for wealthy people but only 
as an incentive to the person of small 
means and the maximum annuity has 
heen $1,200 a year. 

Canadians have been able to buy 
these Government annuities at a rate 
from 5 per cent to 15 per cent lower 
than they could get an annuity from a 
life insurance company because the gov- 
ernment sells its on a lower-than-cost 
basis, with the cost of administration, 
such as salaries, agents’ commissions. 
advertising, office supplies, etc.. coming 
out of the consolidated revenue fund. 

The sections of the Bill to amend 
the Canadian Government Annuity Act 
which are of chief concern to life in- 
surance people are those which pro- 
pose that maximum annuity be raised 
from $1,200 to $2,400 a year and that 
cash surrender values be made avail- 
able. 

The companies contend that the only 
justification for the Government being 
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in the annuity business is to minimize 
the burden of old age benefits and that 
now with the advent of the universal 
$40 a month old age pension, this jus- 
tification has largely disappeared. If 
this Bill is enacted, a man desiring to 
purchase an ordinary life annuity of 
$200 a month at age 65 must at exist- 
ing rate pay a single premium of $27,- 
960 if the contract is purchased as an 
immediate annuity. or must make an- 
nual payments sufficient to accumulate 
to this sum if the contract is purchased 
deferred basis. In 
neither case can it be seriously argued 


on the annuity 
that such a purchaser is a person of 
modest means who requires government 
assistance to provide for his old age. 

The proposed introduction of cash 
surrender values is a radical departure 
from the purpose of government annui- 
ties and of major concern to the life 
insurance business. It has never been 
the government’s policy to interfere 
with the operation of the life insurance 
companies in such a way as to restrict 
the services they are offering to the 
public. Yet the introduction of cash 
surrender values would accomplish ex- 
actly this result. It would not only drive 
the companies out of the annuity field 
but it would also seriously interfere with 
the sale of all insurance policies in- 
volving long term savings. 

The Bill to amend the Government 
Annuities Act was not passed at the 
recent session of Parliament. It is to 
be brought forward again at the next 
session, but there is some ground for 
hope that it will be revised to take into 
account the submissions made by life 
insurance interests. 


Five-Pronged Plan 


A new comprehensive safety plan 
for Manitoba, which has been tested out 
in Winnipeg since January, 1951, ap- 
pears to be working. Winnipeg’s 1951 
fatal accidents were down 27 per cent 
from the previous year while those in 
the rest of the province increased by 35 


per cent. Non-fatal accidents in Win:.i- 
peg dropped 27 per cent, in the b«!- 
ance of Manitoba 19 per cent. 

The complete plan is five-prong 
four of these are now in operation 4 
Winnipeg. 

1, Strict examination of new drive:-. 

2. Score kept of driving habits of a:! 

drivers. 

3. Strong Financial Responsibili:, 

law enforced. 

4. Unsatisfied Judgment Fund. 

. System of vehicle inspection 1» 
come shortly. 

The plan starts with new drivers ani 
those who cannot produce an operator s 
license for the previous registration 
year. Before they may drive they are 
required to pass a written examination 
and take a vision test including visual 
acuity (minimum 20/40) and glare re- 
covery, also test of reaction time, etc. 
When these tests have been passed, 
driver is given an instruction permit 
zood for four months and within this 
period he must pass a strict road test. 
On the first test 62 per cent failed, on 
second test 23 per cent, on third 12 
per cent, and on fourth and fifth tests 
only 1 per cent. This demonstrates 
that drivers can be improved. 


wn 








Next, tab is kept on driving habits 
of all drivers. When a driver is in- 
volved in an accident or is convicted of 
a traffic offense or driving error, points 
are scored against him. When he ac- 
cumulates six points, he is invited to 
attend the Driver Improvement Clinic. 
When he has eight points, he must turn 
in his operator’s license, attend the 
clinic and take tests. If he passes tests, 
he is given a probationary license, un- 
less he demonstrates by his attitude that 
a period of suspension is necessary. If 
he still persists in wrong driving prac- 
tices. his driving privileges are sus 
pended for a period, the length of which 
depends upon the circumstances. 

Manitoba’s Financial Responsibility 
law, one of the strictest on the conti- 
nent, is an important part of the safety 
program. When an accident occurs in 
which anyone is injured or there is 
damage to property apparently in ©x- 
cess of $25, every driver involved, u- 
less he can prove that he is financially 
responsible for damages, has his cat 
impounded, his car registration id 
driver’s license suspended and he mist 
pay storage charges incurred while ©" 














THE TRADE MARK OF AN EXPERT 










in- Members of the medical profession 
ints spend years in training to serve their fellow men in 
to time of sickness. Through accumulated experience, 
arn they reach a high degree of skill and proficiency that 


earns the respect of others. 


If Excess has accumulated years of experience in the field 
us- of reinsurance which enable us to provide excellent 


reinsurance protection under properly drawn contracts. 


ENCE S Ss INSURANCE COMPANY OF AMERICA 


99 JOHN STREET, NEW YORK 38, N. Y. ° 6 EAST 11th STREET, KANSAS CITY 6, MO. 
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is impounded. These penalties are lifted 
when all claims are satisfied and the 
driver has furnished proof of his finan- 
cial responsibility for the future. Since 
this law was passed several years ago, 
the percentage of cars insured has 
jumped from about 25 per cent to 93 
per cent. 

An Unsatisfied Judgment Fund, made 
up of a small fee paid by each driver, 
takes care of claims of victims of acci- 
dents who cannot collect damages from 
an uninsured driver or from a hit-and- 
run driver. 

It is expected that soon the plan will 
be rounded out with a system of in- 
spection of vehicles. 






effective 


protection 





Hook and Ladder Used by the Volunteer Department. 








The new safety plan being tried out 
in Winnipeg is paying dividends in re- 
duction of accidents and also in amounts 
paid for insurance. Increases in auto- 
mobile insurance rates recently an- 
nounced averaged 11.6 per cent for all 
Manitoba including Winnipeg. Increase 
in Winnipeg rates averages only 3.3 
per cent. 


Reduced Medical Expense 


The Great-West Life Assurance Co. 
has reduced the rates for the Accident 
Medical Expense rider attached to acci- 
dent and health policies. Too. these 
benefits may now he extended to cover 








Nowhere is the efficiency of American production more 


evident than in its superb fire fighting equipment. Each 


year brings new and better methods of eliminating fire 


hazards and each year brings new and better fire 


insurance protection. 


With more than one hundred and forty-six years of 


experience in developing proper protection, Caledonian 
takes pride in the up-to-the-minute service that its 


agents give policyholders. 


the Caledonian insurance Company 


Founded 1805 


Executive Offices * Hartford, Conn. 
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all members of the family under a new 
Family Accident Medical expense rider. 

The minimum amount of accident 
medical expense indemnity has been 
raised from $500 to $1,000 and amounts 
up to $5,000 can now be obtained. Poli. 
cies already in force with this indemnity 
will be given the benefit of the lower 
rates by an increase in the amount of 
the indemnity. 


New Auto Policy 


N January Ist, a new automobile 

insurance policy came on the mar. 
ket in all provinces except Quebec and 
Newfoundland. It broadens coverage, 
gives new benefits and clarifies sections 
and wordings which in the past proved 
contentious. Here are the highlights. 

Medical payments—If anyone (other 
than employee or garageman operating 
or repairing car) is injured while in 
insured car, the insurance company 
pays expenses incurred within one year 
following accident for medical, surgical, 
dental, ambulance, hospital, profes- 
sional nursing and funeral service. 
Formerly this protection was given un- 
der a separate personal accident policy. 
Premium is based on amount chosen to 
be paid to each person hurt. 

Comprehensive clause—With only a 
few exceptions, this new clause covers 
almost any damage to the car other 
than that caused by collision or upset, 
which is covered under another section. 
It includes loss due to fire, theft, dam- 
age to the car in a windstorm or flood, 
damage by hail, water, explosion, earth- 
quake, vandalism, riot or civil commo- 
tion, falling aircraft. It covers also 
breakage of glass of car and loss caused 
by missiles or falling objects. 

Drive other cars—The old policy did 
not apply if the insured had an accident 
while he was driving any car other than 
his own insured one. Now both insured 
and spouse are covered while driving 
another person’s car. The policy also 
specifically mentions that if insured is 
using another car while his own is 
being repaired or serviced, his policy 
operates. 

When car is sold—Under the 
policy when the car is sold, the ex- 
isting insurance is automatically trans- 
ferred to the new car for a period of 
two weeks to allow time to have the 
insurance changed. 

Radio—W hatever insurance is carried 
on the car covers also car radio without 
extra charge, except a radio designed 
for both transmitting and _ receiving, 
such as those used in taxicabs. In the 
old policy the radio was covered by 
endorsement and at an extra premium. 

Theft of equipment—As in old pol- 
icy, theft of tools, chains or repair 
equipment is not covered, unless the 
entire car is stolen. Now theft of other 
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equipment is covered if it is in or on 
the car or in insured’s residence when 
it is taken. 

Trailer—Under old policy, trailer re- 
quired an endorsement and extra pre- 
mium. Now a small “pup” trailer, for 
use for pleasure with a private passen- 
ger car is included under Section A, 
third party liability and Section B, 
medical payments, without additional 
premium. It may be covered against 
collision, fire, theft, etc., by having it 
described in the policy and paying ihe 
necessary premium. Other types of 
trailer may be insured in the same way 
as another car. 

Customs duty—lIf while in the United 
States the insured car is stolen or is so 
badly damaged that it cannot be 
brought back to Canada, under the new 
policy the insurance company will pay 
the duty which the United States Gov- 
ernment will charge. Previously this 
coverage required an endorsement and 
extra premium. 

Premiums — Here are 
charge on new policy by tariff com- 
panies for standard new model Chevro- 
let car in the city of Toronto. 

P.L. and P.D. ($5-10,000 & $1,000 


premiums 





limits) : $28.00 
No. 100 deductible collision 25.00 
Medical payments, $500 4.00 
Comprehensive 13.50 
70.50 


Toronto rates high in number of cars. 
According to “World City Traffic,” a 
book compiled and published by Copen- 
hagen City Police, Toronto is the fifth 
city in the world in number of cars to 
population with 317 cars registered per 
1,000 population. Only Detroit with 
447, Los Angeles, 405, Milwaukee, 375, 
and Cleveland, 344, are shown with 
more cars per population. 


Canadian Dollar 


What does the recent rise in value of 
Canadian dollar mean to United States 
and Canadian insurance companies? 

Of course, only cofipanies which do 
business across the border are affected. 
Most United States companies operate 
their Canadian busines as a separate 
unit. Company officials contacted by 
Tue Spectator say that it is only occa- 
sionally that funds are transferred 
across the international boundary to 
United States head offices. It most cases 
proceeds of the Canadian business have 
been kept in the country to build up 
higher reserves which are needed be- 
cause business has been expanding. Of 
course if funds are sent to United States 
they bring more United States dollars 
than they did a few months ago and a 
few companies may be taking this op- 
portunity to transfer surplus funds 


which they may have been holding in 
Canada. 

United States companies which op- 
erate in Canada are required to keep 
on deposit with the Federal Depart- 
ment of Insurance securities sufficient 
to cover all liabilities in Canada. At the 
end of 1950, Canadian assets of United 
States fire and casualty companies to- 
taled $166.7 millions, liabilities $100.7 
millions, surplus $66 millions, Assets 
of U. S. life companies, to cover their 
life business, amounted to $988.9 mil- 
lions, liabilities $880.1 millions and sur- 
plus $108.8 millions. This brings the 
total surplus of all companies to $174.7 
millions. At the end of 1950 the Cana- 


The wise old owl says: 





dian dollar brought about 95 cents in 
U. S. funds and therefore this surplus 
was worth about $166 millions in the 
United States. Now, with the Canadian 
dollar around par, it has gone up to. 
$174.8 millions, a gain on paper of 
$8.7 millions. 

The position of Canadian companies 
with United States business is just the 
reverse. United States assets, liabilities 
and surplus have depreciated in Canada 
by about 5 per cent since the end of 
1950. Canadian officials tell us that as 
funds are transferred from U. S. 
branches to Canadian head offices only 
on rare occasions, there is no actual 
loss of premium on United States funds. 





“The wealth of nations is men, not silk and cotton 
and gold.” (Richard Hovey) 


February is a reminder of the ideals which 


originally made our country different from all other coun- 
tries. The desires for individual freedom that formed our 
nation are brought to mind by the birthdays of Washington 
and Lincoln. In maintaining these rights which thousands 
dreamed of, fought for, and died for, true Americans feel it 
is a duty to provide personal and family security . . . through 
the guarantees of life insurance... thus assuring continued 


individual freedom. 


SOUTHLAND LIFE multiple services are available to you 


and your policyholders 
through liberal brokerage 
agreement. 
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HE'S GOT HIS GOGGLES OFF Ray 














Every year approximately 100,000 industrial workers suffer disabling eye injuries. 
Many of these injuries could be prevented by wearing goggles where they should be— 
=e? : ; Insurance Company takes its name 
over your eyes—not on your forehead. If your job calls for goggles—don't take chances Sain die Gia cain, aa 
even for a minute. An accident costs your company and the insurance company only “though surrowhded by flame and 
money. It may cost you priceless eyesight. smoke is itself never consumed.” 
From that day to this—through 
wars, conflagrations and depres- 
sions—no policyholder has ever 
A NA INSI IRAN E GRO Ip suffered loss because of failure of 
an Aetna Company to meet its 
AETNA INSURANCE COMPANY « THE WORLD FIRE AND MARINE INSURANCE CO. obligations. 


THE CENTURY INDEMNITY COMPANY + STANDARD INSURANCE CO. OF N. Y. 
HARTFORD, CONNECTICUT 


FOUNDED IN 1819, the Aetna 
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This advertisement also appears—in color—in TIME, NEWSWEEK, PATHFINDER, 


TNA 
U. S. NEWS and WORLD REPORT. Clinton L. Allen, President TERE RSS OF as ae 
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